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General 


Cooperation With UN Development Program Marked 
OW 2307142288 Beijing XINHUA in English 


0753 GMT 23 Jul 88 


[Text] Beiying, July 23 (XINHUA}—More than 400 
individuals from both the Chinese Government and the 
United Nations Development Program celebrated 10 
years of cooperation today. 


As a developing country, China has accepted more than 
200 million U.S. dollars in financial aid from the pro- 
gram for use on more than 300 projects during the past 
decade. 


At today’s meeting, Lu Xueyian, vice-minister of foreign 
economic relations and trade, said, “These projects have 
been beneficial to China's economic development.” 


At the same time, he went on, the Chinese Government 
has actively supported the program in its multi-lateral 
assistance, especially in its technological cooperation 
with developing countries. 


For these programs the Chinese Government has 
donated about 20 million U.S. dollars, Lu said, adding 
the Chinese Government is very satisfied with the coop- 
eration between the two sides and believes there are 
broad prospects for more cooperation in the future. 


Andrew J. Joseph. assistant . Jministrator and regional 
director for Asia and the "s. fic attended today's cere- 
mony to commemorate the occ.zsion. 


“The UN system in general, and our development pro- 
gram in particular, thank the Government of the Peo- 
ple’s Republic of China for this rewarding partnership,” 
Joseph said. 


“China, the largest recipient of program resources, has 
become one of the most active participants and pioneers 
in taternational technological cooperatio ~ he added. 


Vice-Minister Lu attributed the success to the Chinese 
Government's correct policies and effective measures in 
cooperating with the program and to the program's respect 
for China’s development program and priority proyects in 
line with the country’s actual conditions and necds. 


Lu expressed his hope that the two sides will continue to 
promote a friendly, honest, cooperative spirit, which he 
believes will raise assistance efficiency and results. 


Before the meeting, Zheng Tuobin, minister of foreign 
economic relations and trade met with Andrew J. Joseph 
and his party. 


INTERNATIONAL AFFAIRS I 


State Council Appoints New Consuls General 
OW 2307003788 Beijing XINHUA Domestic Service 
in Chinese 0653 GMT 22 Jul 88 


[Text] Being, 22 Jul (XINHUA}—The State Council 
recently appointed and dismissed some consuls general. 


Wang Taizhi [3769 3141 2535] has been appointed 
consul general of the People’s Republic of China in 
Hamburg, and Wu Keming [0702 0344 2494] appointed 
consul-general of the People’s Republic of China in 
Istanbul. 


Wang Yany: has been relieved from his post as the 
consul general of the People’s Republic of China in 
Hamburg, and Zhang Rui has been relieved from his 
post as the consul general of the People’s Republic of 
China in Istanbul. 


He Zhenliang Departs for Olympic Board Meeting 
OW 2307084488 Bevying XINHUA in Enelish 
1421 GM7 2? Jul 88 


[Text] Beying, July 22 (XINHUA}—He Zhenliang, 
member of the Executive Board of the International 
Olympic Committee (LOC), left here today for an exec- 
utive board meeting in Lausanne, Switzerland. 


The meeting, to be held during July 24-26, will discuss 
the revision of the Olympic charters as well as matters 
concerning the coming 24th Olympic games. 


Systems Science Conference Opens in Beijing 
OW 2507115088 Being XINHUA in English 
1000 GMT 25 Jul 88 


[Text] Being, July 25 (XINHUA}—A leading Chinese 
expert on decisionmaking said here today that the cur- 
rent reform in China needs systems science to aid it, and 
the reform also provides opportunities for the develop- 
ment of this frontier science. 


Professor Wu Mingyu, vice-chairman of the Economic, 
Technological, and Social Development Center under 
the State Council, made this statement at the “1988 
International Conference on Systems Science and Eng)- 
neering” sponsored by the Systems Science Society of 
China and the International Institute for Applied Sys- 
tems, which opened hee today. 


Addressing about 300 scientists from 18 countries, he 
said, “In the past decade, systems science research in 
China has been characterized by two features. First, it’s 
widely applied in natural science research as well as 
being used to solve social problems. Second, such 
research is not ccnfined to the academic field, but has 
played an important role in the state’s policymaking 
process.” 
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Systems science, introduced to China by space scientist 
Qian Xuesen in the early 1960s, involves studies of 
decision techniques, forecasting and analysis. In recent 
years, Chinese scientists have carried out important 
research projects using system science techniques in the 
population, economics, finance, energy, environment, 
transportation and regional planning fields. 


UN Urges Joint Aid to Afghanistan 
OW 2207142188 Beijing XINHUA in English 
0651 GMT 22 Jul 88 


[Text] Geneva, July 21 (XINHUA}—The United 
Nations Economic and Social Council today called on all 
U.N. agencies to participate in the fulfillment of the 
U.N. humanitarian and economic assistance programs 
relating to Afghanistan. 


In a unanimously passed resolution, the council also 
urged all U.N. member states to contribute to the U.N. 
efforts to assist the Afghan people. 


The assistance and relief efforts would entail “collabo- 
rative undertakings” by different agencies and programs 
within the United Nations system, said the resolution. 
Sponsors of the resolution were the United States, the 
Soviet Union, Afghanistan, Canada, Pakistan and 15 
other countries. 


Before the resolution was passed, Prince Sadruddin Aga 
Khan, the U.N. co-ordinator for humanitarian and eco- 
nomic assistance relating to Afghanistan, told the coun- 
cil that the U.N. efforts should involve “a truly multi- 
lateral endeavour” embracing all U.N. agencies. 


“It can only become reality if there is a united, co- 
operative, and co-ordinated effort to bring humanitarian 
relief and sound economic recovery to this troubled 
land,” he said. 


Sadruddin said that 13 Western countries had already 
announced their initial donations totalling 100 million 
U.S. dollars and other major donors would soon 
announce their contributions. He said that he would call 
a pledging conference this fall possibly to coincide with 
the opening of the U.N. General Assembly session. 


Search for Solution to Iran-Iraq War Continues 


Iraq Seen To Block UN Efforts 
OW2307012088 Beijing XINHUA in English 
2330 GMT 22 Jul 88 


(By Lei Lili] 


{Text} United Nations, July 22 (XINHUA) —U.N. Sec- 
retary-General Javier Perez de Cuellar announced here 
today he has invited foreign ministers of both Iran and 
Iraq to talk with him in New York on implementing 
U.N. Security Council Resolution 598. 


INTERNATIONAL AFFAIRS 


“| have informed this morning the representatives of the 
Islamic Republic of Iran and of Iraq that | would like to 
receive aS soon as possible in New York the foreign 
minister or other high government official of each side to 
enter into intensive discussion with me on different 
aspects of my implementation plan,” the secretary-gen- 
eral told reporters. 


He said he is expected to see the ministers of the two 
countries early next week. 


So far, there 1s no immediate reaction available from 
Iranian and Iraqi missions here. 


However, answering a question yesterday whether its 
foreign minister will come to New York, Mohammad 
Javad Zarif, adviser to the Iranian U.N. mission, said, 
“If our foreign minister is invited to come here for 
consultations with the secretary-general, we have already 
indicated to him that we will accept that invitation.” 


According to U.N. spokesman Francois Giuliam, the 
secretary-general extended his invitation this morning 
when he met respectively Iraqi Ambassador ‘Ismat Taha 
Kittani and Iranian Ambassador Mohammad Ja‘afar 
Mahallati, and both ambassadors agreed to transmit the 
invitation to their governments 


The spokesman also said that the consultations will focus 
on two aspects: the U.N. technical team and implemen- 
tation of Resolution 598, which was adopted unani- 
mously last July by the Security Council calling for an 
immediate ceasefire between the two warring states. 


Sources c.ose to the secretary-general disclosed that Mr. 
de Cuellar made the decision after consultations with 
members of the Security Council yesterday evening. 


They believe that the invitation seems aimed at satisfy- 
ing partially Iraq's demand for “direct talks” with Iran 
which has reyected the demand. 


“Now we will see how much the Iraqis are asking,” the 
sources said, indicating that Iraq might be trying to block 
the U.N. chief's efforts in bringing a quick end to the 
eight-year Gulf war. 


Meanwhile, the secretary-general also told reporters 
today that he expects that his “technical team” will 
arrive in the Gulf, first Tehran and then Baghdad, “in 
the next few days.” 


Iran has announced it 1s ready to receive the cight- 
member team, designed to work out details concerning a 
D-day for a ceasefire to be announced by the secretary- 
general. Iran also promised to provide full cooperation 
with the team. 


According to U.N. Spokesman Giuliani, the secretary- 
general has not yet received a reply from tne Iraqi side on 
whether they accept the team. 
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Reports here said that over the past hours, Iraq military 
forces launched another attack on Iranian troops with 
chemical weapons. 


‘Preconditions’ Unacceptable 
OW 2307045688 Beijing XINHUA in English 
0031 GMT 23 Jul 88 


[By Lei Lil] 


[Text] United Nations, July 22 (XINHUA) —Iran today 
denounced the Iraqi proposal for direct talks as putting 
preconditions for implementing U.N. Security Council 
Resolution 598 and said it will never accept such pre- 
conditions. 


Iraqi ambassador to the United Nations ‘Ismat Taha 
Kittani’s statement yesterday which insists on direct 
talks with Iran “made clearly preconditions” for imple- 
menting the U.N. resolution, Iranian U.N. Ambassador 
Mohammad Mahallati said at a press conference this 
afternoon. 


He said that Iraq's preconditions ‘aim at creating obsta- 
cles in the way of the secretary-general (Javier Perez de 
Cuellar) in implementing Resolution 598.” 


“Iran 1s prepared to go along with the secretary-general to 
implement the resolution and accept any request by the 
secretary-general without any conditions,’ Mahallat: said. 


However, he stressed, “we do not accept any precondi- 
tions from Iraq” concerning implementation of the res- 
olution. 


He said that he has informed the secretary-general and 
President of the Security Council Paulo Nogueira-Ba- 
tista that Iraq has “extensively used chemical warfare in 
three regions” of Iran over the past hours, in which 80 
people were kil!ed and about 600 others were injured. 


The Iraqi action is “in direct violation against” the 
relevant international laws, Mahallati said. 


He said that he has asked Nogueira-Batisi. who, he said, 
expressed “great concern” over the attack, to convey the 
“gravity of the matter” to the members of the council. 


“The immediate task for any efforts by the secretary- 
general and by the Security Council should be an imme- 
diate ceasefire,”’ he said. 


Answering a question that whether Iran is prepared to 
normalize relations with the United States, Mahaliati 
said “this depends on the policies of the United States.” 


He said that the U.S. cooperation with the Security 
Council to force Iraq to implement the resolution can be 
“a very important element” in improvement of its 
relations with Iran. 
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Students Expelled After Contacting U.S. Envoy 
HK2307074088 Hong Kong HONGKONG STANDARD 
in English 23 Jul 88 p ! 


[Text] Beiing: Chinese police ordered the expulsion of 
Beijing University students who invited U.S. Ambassa- 
dor Winston Lord to address a discussion group and told 
a Shanghai school to put off a visit by his wife, Mrs Bette 
Bao Lord, faculty sources said yesterday. 


“University authorities don't want foreign officials to 
have a bad impression, so they don’t want them to meet 
with students in uncontrolled conditions,” said a Beying 
University faculty source who declined to be identified. 


The expulsions were sparked by an outburst of student 
activism in May and June, when students at prestigious 
Beijing University began a series of open-air discussions 
and attempted to stage a pro-democracy demonstration, 
the source said. 


Following Mr Lord's visit, Bering police detained sev- 
eral students suspected of running the salon, interrogated 
them about their motives for issuing the invitation, 
demanded to know how they got in touch with the U.S. 
Embassy and told them they should not have contacted 
the ambassador, the source said. 


LIAOWANG Sees Deepening Trade With U.S. 
HK24070S0088 Hong Kong LIAOWANG OVERSEAS 
EDITION in Chinese No 28, 11 Jul 88 pp 8-9 


[Article by a LIAOWANG reporter: “Building a New 
Milestone for Sino-U.S. Economic and Trade Coopera- 
tion—Comments on the Sino-U.S. Seminar on Indus- 
trial, Trade, and Economic Development”] 


[Text] The U.S.-China jomnt seminar on industry, trade, 
and economic development, attended by well over 2,000 
people, has drawn its curtain at the Great Hall of the 
People after 4 days of enthusiastic dicussions. The larg- 
est of its kind since China resumed diplomatic relations 
with the United States, the nongovernmental, bilateral 
trade meeting has, for its historical significance, received 
high praise from the authorities of both sides. 


In his speech at the 23 June closing ceremony, U.S. 
Ambassador to China Winston Lord said: “This seminar 
will be a historic milestone in the deepening of US.- 
China cooperation.” Zhang Jingfu [1725 0513 1133), the 
Chinese chairman of the seminar, pointed out in his 
closing ceremony speech: “The sem: sar 1s rich in histor- 
ical significance in furthering U.S.-China technical, 
industrial, trade, and economic cooperation, and not 
only for today but, more important, for tomorrow.” Such 
philosophical statements sum up in a stroke the lively 
2-.d rich activities of the seminar. Aliow me, based on 
my research, to furnish this “milestone” with some of 
my interpretations. 
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Understanding and Friendship Are the Basis of Cooper- 
ation [subhead] 


The meaning of the seminar can be evaluated by many 
criteria; for instance, the number of cooperation accords 
signed. As a matter of fact, based on incomplete statistics, 
500 to 600 preliminary bilateral accords were signed during 
the 4 days of sessions. Take Zibo City of Shandong Province 
as an example. Its delegates declared that during the seminar 
they reached 20 preliminary accords with their American 
counterparts involving electrical appliances, plastic manu- 
factured products, and ceramic crafts, as well as other 
accords pending either further discussion or on-site fact- 
finding visits by their American counterparts. The accords 
reached are indeed considerable. 


But the most important point lies elsewhere. The fact 
that the gathering was called a “seminar” instead of a 
“talk” underlines its purpose: To hold discussions on 
hindrances to U.S.-China trade and ways to overcome 
them. In other words, the seminar was to promote 
mutual understanding and deepen friendship. Lei Yu 
[7191 1342], renowned throughout the country for his 
involvyment in the Hainan car incident and now deputy 
mayor of Guangzhou City, commented: “The guiding 
thought for Guangzhou City in participating in this 
seminar, and for its foreign trade in general, can be 
summed up as: Make friends, make contacts, deepen 
understanding, and seek cooperation.” He considers 
understanding the basis of cooperation. 


The 22 delegates of the Chinese side did not differ much 
in their goals. They were quite pragmatic, because they 
did not seek a large number of accords, which would 
have been unrealistic given the short duration of the 
seminar, but direct dialogue and wide contacts which 
would then create conditions for long-term cooperation. 


This goal basically was attained. Norman Swanson. 
chairman of the People’s Ambassador section of the 
American People’s Exchange Association, commented in 
his toast at the closing ceremony: “I think one of the 
important results of the seminar is the deepening of our 
friendship. Friendship is most important, being the basis 
of various forms of cooperation.” 


The seminar organized discussions at various levels and 
with different approaches and, as a direct result, has sped up 
bilateral understanding and deepened friendship. Lectures, 
group discussions, and news conferences held by provincial 
and city delegations taking advantage of the noon and 
evening free time, buffet meetings, fashion shows, model 
advertisements, and other activities all helped the Ameri- 
cans obtain information from China. One of the most 
important pieces of information they learned 1s that China 
1s determined to reform and open up. 


It 1s understandable why Edwin Dedd, a former commis- 
sioner of the American Chamber of Commerce and a 
consultant for the Americans at this seminar, made this 
comment: “It 1s beyond doubt that China is firmly and 
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consistently pushing its reform policy forward. The enthu- 
siasm and energy our Chinese counterparts displayed in the 
last few days are the best proof of it. | cannot imagine how 
difficult it would have been in the United States to gather 
together people of different regions, departments, protes- 
sions, and layers to hold substantial talks and, to top 11 all, 
achieve real results. Such organization work 1s 1n itself an 
amazing achievement. The fact that our Chinese hosts are 
willing to undertake such an arduous job and have achieved 
amazing success demonstrates their wish for progress.” 
Dodd thinks “the deep impression made on the Americans 
will have an important influence on US. relations with 
China.” 


Dodd's remarks are only fair and also make clear one 
issue: The current frequent talk of improving the invest- 
ment environment, attracting investments, and develop- 
ing Cooperation mean none other than persistence in 
reform and openness. The impression received by the 
more than 1,000 American guests of China's determina- 
tion in reform and openness will no doubt help encour- 
age more people to cooperate with China 


Common Goal: Strengthen Cooperation [subhead]} 


China and the United States differ radically in social 
institutions, levels of economic development, cultural 
traditions, and business practices. It 1s not surprising 
that in many ways they think differently. What 1s sur- 
prising 1s the happy consensus shown in the speeches by 
the delegates of both sides, which 1s a common wish to 
strenghten bilateral coopera’. >. 


First, both sides think that the global economic structure 
is undergoing important changes. Many American dele- 
gates mentioned the arrival of “the Pacific Ocean era.” 
Some Chinese delegates talked about “structural adjust- 
ments in the international economy.” And they all agree 
on the necessity to seize this extraordinary period and 
further promote cooperation. 


Second, both agree that trade and economic cooperation 
should proceed along with personnel exchange. Wang 
Nai [3769 6621], vice president of the Chinese Associa- 
tion for International Talent Exchange, had this to say: 
“To work positively and rationally for the promotion of 
talent exchange 1s an effective way to promote trade and 
economic and technological development.” Speaking for 
the association, he said he is willing to work to further 
U.S.-China economic and technical cooperation and 
personne! exchange. Richard Johannes, vice president of 
Lockey-Weill International (Southern Asia-China), said: 
“China 1s sending students abroad for further study. This 
is helping a great deal in absorbing advanced foreign 
technology. The students also are a bridge to cultural 
exchange.” He expressed support for this action by the 
Chinese Government. 


Third, both intend to develop bilateral trade between 
their medium- and small-size industries. James Abdela. 
chief of the American Medium and Small Industry 
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Bureau, thinks that as vigorous as U.S. medium- and 
small-size industries are, they are not used to meeting 
international market needs, nor can they afford the 
time-consuming approach adopted by large corporations 
in conducting international market surveys. They need 
the support of government policy and large corporations. 
Medium- and small-size industries so supported can be a 
very good medium for nation-to-nation cooperation. 
China, for its part, has set up the Coordinating Center of 
Medium and Small Industries for Foreign Cooperation 
to help develop its foreign trade. The chief of the center, 
Zheng Zhaogiao [6774 5128 2884], thinks that the 
potential for cooperation between U.S. and Chinese 
medium- and small-size industries is not yet fully 
tapped. and he would like to see the Center function as a 
bridge. a center of coordination and organization. 


Fourth, there are still barriers to U.S.-China cooperation 
that need to be cleared. U.S. restrictions on China-bound 
technology exports 1s a typical example. Li Lanqging 
[2621 1526 3237], vice minister of the Ministry of 
Foreign Economic Relations and Trade, said: “U.S. 
restrictions on technology exports and transfer to China 
have not only affected China's imports from the United 
States but U.S. China-based interests and competition as 
well. There should be a gradual phasing out of all 
restrictions.” Johannes could not agree more with this. 
Citing the example of U.S.-imposed restrictions on 
Apple computer exports to China, he argued that “the 
(U.S.) Defense Department has gone too far.’ This act in 
effect has restricted U.S. manufacturers. Roger Sullivan, 
the chairman of the US-China Trade Committee, 
pointed out that “the action of the U.S. Government in 
making trade part of its foreign policy” 1s rooted in the 
concept that “the United States occupies a unique ruling 
position in the world economy” and that “a US. export 
permission certificate is one instance of this misguided 
concept. Some people think that based on its supposed 
economic ruling power the United S.ates 1s able to exert 
pressure on its allies and control t) e transference of key 
technology.” 


On the other hand, some US. partners have expressed 
uneasiness over the often displayed archaic concept of 
the “central kingdom.” Such a concept might lead people 
to think that only by self-reliance will independence and 
cultural integrity be preserved. The Chinese delegates 
agreed that regression into a closed-door policy would 
lead nowhere and is well-nigh impossible. “The Chinese 
Government has noticed,” said Li Langing, “that US. 
partners have been complaining about our investment 
environment, the clarity of related policies, efficiency. 
and bureaucratism.” He said the Chinese Government 
“is working out effective policies ‘9 try to solve these 
problems.” Shanghai Mayor Zhu Roxgyi, for example, 
announced at the seminar that Shanghai ts setting up 
central approvai authorities to examine and approve 
investments by foreign business and thus do away with 
complicated procedures. This announcement was enthu- 
siastically welcomed by the U.S. representatives. 


na 
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These learned opinions put forward by both sides have 
been raised before. And from this seminar we can detect 
a tendency that this kind of opinion 1s gathering momen- 
tum and will play a positive function in a much wider 
context. 


Open Up a New World of U.S.-China Cooperation 
{subhead] 


Premier Li Peng and President Reagan both sent their 
regards when the seminar opened. They expressed their 
wish that U.S.-China trade relations will achieve a higher 
level of development. 


From the above, readers may have seen that the seminar 
took a large step toward that wish. To further develop- 
ment, both sides have made many perceptive sugges- 
tions, two of which have strategic relevance to the overall 
picture: 


One, to pursue deepening of understanding through 
various channels. In the words of Malcom Stamper, vice 
chairman of the Boeing Corporation, it 1s “to seek 
common ground and avoid quibbling over differences” 
and “to pool the views of all sides and make concerted 
efforts and sacrifices to attain the goal.” And in the 
words of Zhang Jingfu, it 1s to “understand the differ- 
ences of each side and understand and find common 
ground for cooperation.” 


To promote understanding, Abdela suggested that a 
similar seminar be held Washington, and this was 
warmly welcomed. 


Second, the U.S. and Chinese Governments should 
support such trade cooperation at the policy level. The 
following recommendation by Abdela was equally wel- 
comed »y those present at the seminar: “The establish- 
ment of a correct policy is the basis of cooperation 
between nations. Governments sharing common inter- 
ests should look into their policies to see to it that 
inadequacies are corrected.” He further specified the 
recommendation by listing ways of trmprovement: The 
U.S. Government and Congress should open up the 
domestic market, resist trade protectionism, and relax 
restrictions on hi-tech exports to China. For its part, 
China should reduce import customs duties, relax for- 
eign exchange controls, and lower fers on foreign enter- 
prises employing Chinese labor and services. 


On the evening of 23 June toward the end of the retun: 
banquet given by the Americans in the function hall of 
the Great Hall of the People, Swanson, giving the last 
toast, recited a Chinese poem in his newly learned 
Chinese: 

Daylight disappearing into the mountain ridges, 

Huang He 1s running its course into the sea: 


To sketch the limit of a thousand miles afar, 
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One more level we'll have to mount. 


Then and there, it could not have been more surtable to 
quote this poem as an expression of the common wish of 
the guests and hosts. Swanson was enthusiastically 
applauded. Amidst “bottoms up for frendship.” the 
band played the Scottish folk song “Old Lang Syne.” 
People were so exc,ted they all joined hands and danced 
around their tables, kissing and hugging each other and 
keeping beat to the rhythm of this famous song prarsing 
friendship. This exciting scene will long remain in peo- 
ple’s minds as the epitome symbolizing the spirit of the 
seminar. 


Sino-U.S. Pharmaceutical Firm Praised 
OW 2307143488 Being XINHUA in English 
1211 GMT 23 Jul 88 


[Text] Tianjin, July 23 (XINHUA}—Aficr nine months 
in Operation, the Tianjin Smith Kline and French Lab- 
oratories Ltd., a Sino-American joint venture in Tianjin, 
has gotten off to a promising start. 


Two of its products—Zebtel, a medicine to get nd of 
roundworm, pinworm and hookworm infections, and 
Tagamet, effective in treating stomach and duodenal 
ulcers—have a ready market in China, said Chien T. Wu. 
the American general manager of the corporation. 


In addition, the firm has exported part of the Zebtel 
tablets to countries in South America. 


Two more products, aspirin and trythiomycin. will be 
available on the market from September. 


The firm was set up with an initial investment of 8.5 
million U.S. dollars and a 20-year co-operative agree- 
ment signed Ly the Smith Kline Bechman \ orporation 
of the United States and a pharmaceutical plant in 
Tianjin. 


With up-to-date technology imported from the United 
States, the firm plans to produce one billion tablets and 
200 million capsules a year. 


Wu told XINHUA his corporation is still in the red but 
big profits were expected from next year on. 


One reason for the deficit this year was one million yuan 
spent on advertising. But, said Wu, that was money well 


spent. 


He said the corporation will build another chemical raw 
material plant ir the future. 
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U.S. Goodwill Delegation Visits Shandong 
SK2307115988 Jinan Shandong Provincial Service 
in Mandarin 3200 GMT 22 Jul 88 


[vext] A 40-member goodwill delegation from the US. 
city of Eri concluded its visit in Zibo City of Shandong 
Province and arrived in Jinan City on 14 July and held 
discussions with the orovincial authorities on the prov- 
ince’s family planning work. 


During the discussion. the American guests highly 
appraised the work done by our province in bringing the 
population growth under control. Mr. (Havard). head of 
the American delegation and doctor of philosophy, 
delivered a speech in which he stated: The PRC's work of 
bringing the population growth under control constitutes 
an arduous and great undertaking, and the PRC has 
clearly discerned that a large population is unfavorable 
to economic development. Such an _ understanding 
deserves commendation and is to be supported. The 
PRC's work on this regard has set an example tor the rest 
of the world. 


Yunnan Names U.S. Professor as Honorary Advisor 
OW 230703288 Beiyine XINHUA in Enelish 
1449 GMT 22 Jul 88 


[Text] Kunming, July 22 (XINHUA}—Well-known US 
physicist Dr. Chen Ning Yang today became honorary 
adviser to the Government of Yunnan Province, south- 
west China. 


Accepting an appointment letter from Yunnan Governor 
He Zhiqiang tonight. the p, ofessor said as he had studied 
and taught here for seven years he regards it as his 
second home and 1s willing to contribute his bit to its 
economy and construction 


U.S. Favors DPRK-S. Korea Parliamentary Meetings 
OW 2307091988 Beiyine XINHUA in Enelish 
0625 GMT 23 Jul 88 


[Text] Washington, July 22 (XINHUA}—The United 
States today expressed its welcome to the proposed joint 
parliamentary mectings between the two parts of Korea 


“We velieve that this could be a very positive develop- 
ment and hope that the joint assembly meeting wiil take 
place.” State Department Deputy Spokeswoman Phyllis 
Oakley said today. 


Press reports reaching here said South Korea has accepted a 
proposal from the Democratic Peuple’s Republic of Korea 
(DPRK) to hold joint parliamentary meetings to discuss a 
possible non-aggression accord to ease military and political 
tensions on the Korean peninsula. 


Pyongyang’s proposal reportedly came in a ‘ter yesterday 
from the chas;:man of the DPRK Supreme Peopie s Assem- 
bly to the speaker of South Korea's National Assemb'y. 
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The proposa! called on the two assemblies to hold joint 
sessions in Pyongyang in August and later again in Seoul. 


“We understand that the press report is essentially 
correct, that South Korean leaders .. have agreed in 
principle to a joint meeting of the two assemblies in 
Pyongyang next month,” Oakley said, adding, “Details 
have yet to be worked out.” 


Earlier this week, Oakley said the United States “favored 
the idea of contacts” between the two sides on the 
Korean peninsula. 


A constructive dialogue between the northern and south- 
ern parts of Kcrea “would make a great contribuuon 
toward easing tensions on the peninsula.” she said. “It 
could open a path toward eventual peaceful reunifica- 
tion, for which all Koreans long.” 


‘Roundup’ Comments on Shultz’ Visit to Manila 
HK2507075088 Beying GUANGMING RIBAO 
in Chinese 15 Jul 88 p 4 


{“Roundup” by GUANGMING RIBAO Manila corre- 
spondent Chen Suizhi (7115 4840 0037): “The Atmo- 
sphere Has Relaxed Somewhat But the Differences Stull 
Remain—On Shultz’ Trip to Manila™} 


[Text] On the night of i 1 July, just after winding up his 
dialogues with ASEAN foreign ministers, U.S Secretary 
of State George Shultz hurriedly flew to Manila to start a 
“fare ell” visit to the Philippines, which lasted 2 nights 
and | day. During the visit he held a sernes of talks with 
speakers of the Philippine Senate and House of Repre- 
sentatives, foreign minister, and defense minister and 
paid an official call on President Corazon Aquino 


The principal aim of Shultz’s visit was to exchange views 
with Philippinc leaders on the question of U.S. military 
ba‘es in the Philippines. Shultz stressed that the Unitec' 
States was ready to maintain a “Joyal partnership” with 
the Philippines, that the U.S. militury bases in the 
Philippines were an organic component of ithe US. 
global “strategic equation.’ He hoped that a method of 
solution “acceptable to both parties” could be found 
through negotiations. This was in sharp contrast to some 
of his angry remarks before the trip. 


Ever since the representatives of both countries started 
“studying” the question of U.S. military bases in the 
Philippines, principally the Subic Naval Base and the 
Clark Air Base, on 5 April, due to various differences, 
they have not been able to make a breakthrough The 
future of the military bases after the Philippine-U S. 
Military Bases Agreement expires in 1991 is still unclear. 
The difference bet:veen both parties on the question of 
“rent” is still wide. The U.S. side only agrees to provide 
the Philippines with $180 million in “aid” but the 
Philippines wants to raise the figure 10 $500-1,000 
million. Moreover, the Philippine Senate passed a bili 
last May banning the delivery of = ‘clear weapons into or 
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the stockpile of nuclear weapons in the Philippine terri- 
tory. The bill has nov. been submitted to the House of 
Representatives for deliberation. The US. side holds the 
bill is widely inconsistent with the U_S. traditional policy 
of “neither confirming nur denying” whether its naval 
vessels carry nuclear weapons or not and that, if the bul 
iS approved, it will seriously affect the “existence value” 
of U.S. military bases in the Philippines. Before Shultz’s 
visit to the Philipr:nes, the United States and the Phil- 
ippines had been engaged in a heated debate. Shultz 
openly asserted that if the Philippines asked too much or 
if the bill should be approved, the United States would 
have no other alternatives but to “part company” with 
the Philippines. This remark evoked strong repercus- 
sions in the Philippines. The media considered this a 
“bluff” or a “threat” to the Philippines. As a result, cries 
for the dismantling of U.S. military bases in the Philip- 
pines became increasingly louder. Shultz’s current 
“change of tune” obviously helped to ease the tension 


After the meeting, Philippine Foreign Minister Raul 
Manglapus disclosed to reporters that his talks with the 
Secretary of State were conducive to the achievement of 
a long-term objective. 


XINHUA Commentary on U.S. Culf Policy 
OW 2307041388 Beying XINHUA Domestic Service 
in Chinese 1422 GMT 21 Jul &8 


{(Commentary: “A Year of Escort. A Year of Turmoil” — 
by XINHUA reporter Qin Diaiyie] 


[Text] Being, 21 Jul (AINHUA}—On 22 July 1987 the 
United States sent warships to the Gulf to escort o1! 
tankers. Ai the time US. Presigent Ronald Reagan 
reiterated that “achieving stable and lasting peace in the 
Gulf and the Middle East is a mayor goal of this admin- 
istration.” A year hes passec. Has the US. military 
involvement in the Gulf truly brought “stable and lasting 
peace” to the region” The answer 1s no. 


We a)! remember that 3 days after the U.S. warships 
began to escort oil tankers in the Gulf, a US -flagged 
Kuwait tanker “Bridgeton” hit a mine, and a large hole 
was blown in the ship's hull. This prompted the Penta- 
gon to send additional minesweeping helicopters ano 
boats to the Gulf and to announce the establishment o1 a 
“Joint Middle East Special Forces Command” to coor- 
dinate moves bet--cen US. military units in the Gulf 
region. Later, the Pentagon expanded the escort area. At 
one time, the United States had more than 40 vessels and 
10,000-2' 000 troops deployed in the Gulf waters, ccst- 
ing $20 mutton a month. However, the US. action failed 
to stabilize the Gulf situation. On the contrary, incidents 
of oil tankers beins attacked or h:i by mines increased. 
Figures show that some 3 million deadweight tons of o1! 
tankers and merchant ships were Gamaged in the Gulf in 
the second half of 1987, with more than 30 sailors dead 
and more than 20 missing. Between 50 and 60 ships were 
attacked by iran or Iraq this year, making the Gulf a 
most dangerous sea lane. 


FBIS-CHI-88-142 
25 July 1988 


The U.S. military presence in the Gulf sharpened US. 
differences with Iran. Both countries were poised for 
military confrontations and actually exchanged fires 
several times. They used missiles to attack the other's 
aircraft and gunboats in a retaliatory war. Four U.S. 
destroyers attacked and destroyed two Iranian oil plat- 
forms with more than a thousand rounds of fire last 
October. On 3 July a U.S. warship shot down an Iranian 
passenger plane with missiles, killing all 290 people on 
board. The incident, in which the Unned States shoul- 
ders the unshirkable responsibility, was one of the worst 
air disaster in modern aviation history. 


The bloody incidents of the past year have shown that the 
U.S. military presence in the Gulf did not “stabilize” the 
situation there, let alone bring “lasting peace.” Evidence 
shows that the US. escort policy in the past year has only 
aggravated the turbulent regional situation. It has been 
pointed out in international media that “big power military 
involvement is the very cause of the aggravation cf the tense 
situation in the Gulf region” and “it is time for foreign 
warships to withdraw from the Gulf without delay.” An 
important lesson to bs drawn from the US. escort exper- 
ence of the past year is that Gulf countnes should be left 
alone to deal with their own affairs. 


On 18 July Iran officially announced its acceptance of 
UN Security Council Resolution 598, which asks Iran 
and Iraq to cease fire. The UN secretary general 1s 
making specific arrangement for the cease-fire. The 
wishes for a cease-fire expressed by Iran and Iraq give 
hope for an end to the war between the two countries and 
have created an atmosphere conducive to the relaxation 
of tension in the Gulf. With Iran and Iraq entering the 
cease-fire and peace talks process, there is even less 
eround for U.S. and other foreign warships to stay in the 
uuilf waters. People aspire to see an end to the prolonged 
war between Iran and Iray and at the same time demand 
the withdrawal of foreign warships from the Gulf to truly 
ensure the safety of the international sea lane and bring 
peace and prosperity to the region 


LIAOW ANG Reviews Scandal 
HK2507030088 Beijing LIAOW ANG in Chinese 
No 28, 11 Jul 88 p 43 


[Dispatch from Washington by contributing correspon- 
den: Bao Guangren (7637 1639 0088): “A Super Scandal 
in the Pentagon™} 


[Text] The Pentagon is a mammoth building. Few office 
buildings in the world can compare with it in size. But a 
match for it is the wide scope of a big story coming out 
from Washington in mid-June. 


This 1s a bribery case about military supply purchases by the 
U.S. Department of Defense. It 1s described by U.S. news 
media as the biggest scandal in the history of the Depart- 
ment of Defense and the most wide-ranging white collar 
criminal case in the history of the Department of Justice. A 
federal grand jury 1s investigating the relevant personnel. 
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Under investigation are as many 75 to 100 military con- 
tracts with a value running from several billions to up to 10 
of billions of dollars. There have been issued 275 writs and 
42 search warrants. The targets of investigation include 
incumbent and former top-ranking Dep? f Defense 
officials and military contractors. 


The FBI investigation of the De, «= ~ent of Defense 
bribery and fraud case started se-. _ years ago. 
President Reagan said on 17 June that he received the 
report only a few days ago. It can be seen that the FBI 
kept a tight lid on this case. The first hint of this 
unusually big scandal appeased when in mid-June, the 
FBI and the Naval Investigative Service ransacked the 
offices of five high-ranking office workers of the Depart- 
ment of Defense and !4 leading defense contractors. 


As the news came out, the whole country was :n for a 
shock. For a moment, this big scandal became a “scoop” 
that news media fought for with each other. 


The U.S. Department of Defense spent $150 billion on 
annual military supplies and equipment purchases. 
Many people eyed this plum and tned by every means to 
get a finger in it. Some big companies hired former 
Department of Defense employees as advisers at a high 
price and let them contact the Department of Defense 
and obtain relevant *conomic information. These peonle 
could spend $500 or $1,000 to obtain a piece of impor- 
tant information from a small clerk in the Department of 
Defense. With the necessary information in hand, they 
could not only maintain the highest prices in their bid for 
Department of Defense contracts but also win the rele- 
vant order with certainty. By spending $5,000, they 
could clinch a big deal, reaping a profit running from up 
to | million to several millions of dollars. The adminis- 
tration could thus suffer _ ss of several billions of 
dollars. This 1s because the weapons and equipment 
turned out by these companies, which have made a 
successful bid by fraud. are of poor quality and highly 
priced, seriously threatening national security. 


President Keagan has shown great concern over this 
case, instructing the Department of Justice to find the 
truth as quickly as possyole. Federal lawyer Henry Hud- 
son is the man chicfly in charge of the investigation of 
the case. Vice President Bush, who is running for presi- 
dent, said that such an abuse of power was a shock to 
him. It was said that Secretary of Defense Carlucci also 
got an inkling of it only the day before the FBI started 
making a search. He has a; « ‘~ ed a work group com- 
posed of people at top levels to supervise the investiga- 
tion of tie case. He has also put forward views about 
whether the Defense Deg-artment should change the way 
of purchasing military equipment. 


Meanwhile, the Senate and House Military Commitives 
are prepared to hold a | earing into this case. The House 
Military Commiuttec hearing will focus on studying the 
likely effects on nationai defenses of thore contracts that 
may have been obtained by illegal means. The Senate 
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Military Committee hearing will focus on checking 
whether there are a few “rotten apples,” or fatal draw- 
backs in the military supplies procurement system of the 
Department of Defense. 


Attorney General Meese of the Department of Justice 
said not long ago that a suit might be brought against 
relevant personnel in 90 days. Now it seems that this 
estimate may be too optimistic. By the end of June, the 
offices of five Department of Defense officials, eight 
counselors and 15 contracting companies had been ran- 
sacked. It is estimated that the number of government 
officials prosecuted will be as many 15 to 20. The 
number of suits filed in the whole case will reach 70. The 
FBI has secretly tape recorded 4,800 relevant telephone 
conversation: It has also possessed a large amount of 
videotape recordings and several thousand contracts, 
bank statements, and so forth, which call for investiga- 
tion and study. The volume of work involved is unusu- 
ally large. According to an estimate by Hudson, legal 
proceedings can be started at the end of the year at the 
earliest. 


The case involves former Assistant Secretary of the Navy 
Paisley. His office has been ransacked. It was said that 
the scene of his making deals with contractors has been 
videotaped. Former Secretary of the Navy Lehman 
might have passed on to Paisley the information about 
the FBI “keeping an eye on” him. At least five assistants 
under Lehman “leaked confidential documents,” includ- 
ing the Defense Department budget, and procurement 
memos. Even internal exchanges of correspondence 
between Lehman and former Secretary of Defense Wein- 
berger were also leaked out. 


How wide is the scope of this case and how many people 
will be prosecuted after all? This calls for a further 
investigation. Here cases are generally considered seri- 
ous. In the past 2 years, the Reagan Administration has 
first been involved with the “Irangate” incident. Now 
the Pentagon scandal has surfaced. This has been 
“uncovered” by the FBI itself and not brought to light by 
others. But it is after all no reflection of credit on the 
administration involved with a series of scandals. The 
Democrats had not been very assertive, because there 
was no telling whether Democrats were involved in this 
case. It was alleged some time ago that five Congress- 
men, four of them Democrats, were also among those 
under investigation, causing some tension within the 
Democratic Party. Later, it was said that no Democratic 
Congressman had received a warrant. Then the Demo- 
cratic side again began to be active. If it is finally proved 
that the Democratic Party is relatively “clean” in this 
incident, then in this election year, the Democrats will 
never give up laying hold of this scandal as a bomb with 
which to attack the Republican Party. There will be one 
more obstacle on Vice President Bush's road to the 
White House. 
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NPC's Lei Jieqiong Meets Canadian Delegation 
OW 2207225188 Beijing XINHUA in English 
0731 GMT 22 Jul 88 


[Text] Beijing, July 22 (XINHUA)—Lei Jieqiong, vice- 
chairwoman of the Chinese National People’s Congress 
Standing Committee, met here today with a delegation 
of the United Nations Association in Canada led by its 
President David B. Cadman. 


The delegation arrived here July 20 at the invitation of 
the United Nations Association of China. 


Soviet Union 


Editorial Views Planned Sino-Soviet Talks 
HK2307080288 Hong Kong SOUTH CHINA MORNING 
POST in English 23 Jul 68 p 12 


[Editorial: “Bear and Dragon Set for Historic Meeting’’} 


[Text] Few events in post-war history have influenced 
world affairs so much as the rift between the Soviet 
Union and China. The Sino-Soviet feud has been a 
fixture of international diplomacy for more than a gen- 
eration. Any resolution of that conflict would signifi- 
cantly alter politics in Asia. 


After three years of persistent courship by the Soviet 
leadership, Beijing has agreed to host a meeting with 
senior Russian envoys next month. It is ostensibly to 
discuss a solution to the Cambodian problem, which has 
been cited by China as one of the three obstacles towards 
rapprochement. By attending a conference on ending 
Vietnamese occupation of Cambodia, financed by gen- 
erous Soviet support for Hanoi, Beijing has made it 
possible to contemplate a summit between Mikhail Gor- 
bachev and Deng Xiaoping or Zhao Ziyang, perhaps 
before the end of the year. Such a development would 
require a rethink among Western allies, who have 
counted China as a bulwark against Soviet influence 
since the early 70s. 


The Kremlin has acceded to the Chinese demand for a 
free and non-aligned Phnom Penh, while China has 
tacitly accepted the Soviet and Western view that the 
murderous Khmer Rouge, which is backed by Beijing, 
must never be allowed to resume power. The major 
difference between Moscow and Beiying over Cambodia 
is the speed of the Vietnamese troop pullout. Succumb- 
ing to Soviet pressure and to its dire economic situation, 
Hanoi has stated that it will complete the withdrawal by 
early 1990 at the latest—a year ahead of its earlier 
schedule—and thus created the conditions on which the 
Soviet Union and China can now negotiate. 


Ever since his rise to power in 1985, the pragmatic Mr 
Gorbachev has counted on regaining China's friendship. 
His implicit renunciation of Leonid Brezhnev's doctrine 
advocating Soviet intervention in the affairs of allied 
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States, the start of the gradual retreat from Afghanistan, 
and the lessening tension along the frontier with China 
have persuaded Beijing that it can do business with the 
Soviet leader. 


Wary of the West's response to a Sino-Soviet reconcili- 
ation, China has been officially aloof in its contacts with 
the Kremlin, even though nearly full diplomatic ties were 
restored a year ago when the countries exchanged senior 
officials. As the Soviet Union pulls back more crack 
units from Mongolia and the disputed Manchurian bor- 
ders aiong the Amur and Ussuri Rivers, trade flourishes 
on disputed land where Russian and Chinese soldiers 
skirmished 19 years ago. Now routine visits by Soviet 
artistes, athletes and other delegates to China have also 
tempered the hostility between the governments. 


But no other concession by the Soviet Union has pleased 
the Chinese as much as Mr Gorbachev's willingness to 
unconditionally call on Beijing. The wily Russian leader, 
by heaping praise on the Chinese reforms and expressing 
esteem for Mr Deng personally, has ingratiated himself 
with a nation which has always entertained superpower 
aspirations of its own. Not only is the Kremlin treating 
China as an equal and in some respects a superior, it has 
offered to amend their mutual boundaries in China's 
favour. The Intermediate Nuclear Forces (INF) treaty 
signed by the Soviet Union and the Uniicd States in May 
also requires the dismantling of medium-range missiles 
in the Far East, a third of which are targeted at China. 


As cautious as Beijing is about Soviet intentions, its 
leaders have reckoned the time has come to talk rather 
than parry Soviet overtures. When China abandoned its 
isolationist strategy 16 years ago, it yearned for lavish 
Western assistance and, under Mr Deng, investments. 
That high hope, born of euphoria and exaggerated expec- 
tations on both sides, has been brought down to earth. 
Seeing how Soviet foreign policy has changed under Mr 
Gorbachev, a large faction in the Chinese hierarchy led 
by Moscow-educated Premier Li Peng believes it is in the 
country’s interest to pursue a more balanced and truly 
non-aligned stance. 


The consolation for the West is that China will never 
again subordinate itself to Soviet ideological and eco- 
nomic domination seen in the early 50s. Having pre- 
sented itself as the head of non-aligned nations, China is 
now ready to treat both the Soviet Union and the West as 
partners and competitors. 


Visa-Free Travel Between USSR, PRC Begins 19 Jul 
OW2307014088 Beijing Domestic Service 
in Mandarin 2130 GMT 19 Jul 88 


[Text] According to station reporter Zhang Lean in 
Moscow, Avramenko, first deputy chief of the Consular 
Directorate under the Soviet Ministry of Foreign Affairs, 
announced at a news conference 19 July that pursuant to 
a Soviet-Chinese agreement on mutual trips by citizens, 
Soviet and Chinese nationals will soon begin travelling 
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visa-free to each other's country on business for the first 
time in the history of relations between the two nations. 
This agreement will go into force on 14 August this year. 


In a meeting with Wu Xiuquan on 19 July, Gromyko, 
chairman of the President of the USSR Supreme Soviet, 
told the president of the China-USSR Friendship Asso- 
ciation that Soviet-Chinese relations have developed; the 
USSR is ready to conduct dialogue with China at any 
level, at any time, and on any issue. Wu Xiuquan said 
that the Chinese Government wishes to see Soviet- 
Chinese relations normalized on the basis of the five 
principles of peaceful coexistence. 


Wu Xiuquan Meets USSR’s Gromyko 19 Jul 
HK2207121288 Beijing RENMIN RIBAO in Chinese 
21 Jul 88 p 6 


{[Report: “Gromyko Meets Wu Xiuquan’”] 


[Text] Moscow, 19 Jul (XINHUA)}—At the Kremlin 
today, when meeting with Wu Xiuquan, president of the 
Sino-Soviet Friendship Association, Gromyko, chair- 
man of the Presidium of the Supreme Soviet of the 
USSR, said that the Soviet Union wants to have a good 
relationship with China. He briefed the Chinese guests 
on current Soviet reforms, saying that the Soviet Union 
iS NOw in a very important period and that the reforms 
involve not only the political and economic fields, but 
also people's ideological consciousness. Referring to 
Sino-Soviet relations, he held that both countries can 
make use of various channels and forms to expand 
contacts. 


Wu Xiuquan expressed his satisfaction with the 
extended exchanges in the fields of economy, trade, 
science and technology, and culture between the two 
countries. He said this is undoubtedly conducive to 
strengthening the friendship and understanding of both 
sides. 


Also present at the meeting were Jielieshikewa [2212 
0441 0087 4430 1216}, chairman of the Presidium of the 
Association for Friendship and Culture with Foreign 
Countries, and Yu Hongliang, Chinese ambassador to 
the Soviet Union. 


Heilongjiang-Soviet Joint Committee Meets 
SK2307063688 Harbin Heilongjiang Provincial 
Service in Mandarin 2100 GMT 22 Jul 88 


[Text] The Sino-Soviet joint committee in charge of 
border railway traffic sponsored a meeting in the city of 
Harbin on 22 July to hold talks and consultations on the 
affairs of train operation, freight exchange, and financial 
accounting. 


The Harbin Railway Bureau recently signed the first 
contract with a Soviet construction company in (?Hou- 
bekar), in which construction items include a 100-seat 
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mess hall, a gymnasium with a swimming pool, and a 
residence building which can accommodate 99 house- 
holds. The total acreage of this construction project is 
9,342 square meters. 


In the middle of July, the Suifenhe City construction 
committee signed a contract with the Soviet Far East 
region On jointly building a large brickyard in the Soviet 
Union. The contract stipulates that the Soviet side is 
responsible for investment and the Chinese side is 
responsible for the project's designation and building 
operation. The annual output of the brickyard is 20 
million red bricks. The first group of Chinese staff 
members and workers will go to the construction site in 
August, and the project will be completely built at the 
end of October this year. 


Soviet General Pessimistic on Afghanistan 
OW250703 1388 Beijing XINHUA in English 
0149 GMT 25 Jul 88 


[Text] Moscow, July 24 (XINHUA)}—A Soviet general 
has predicted that the Afghan Kabul regime's troops will 
not be able to win the internal fighting in Afghanistan 
after Soviet troops leave the country. 


Major General Kim Tsagolov gave the deeply pessimistic 
assessment in an interview for the latest edition of the 
Soviet weekly “OGONYEK.” His criticism of the Afghan 
Government was a break with Moscow's official line. 


Tsagolov, who served as a military adviser in Afghanistan 
from 1981-1984 and in 196/, said the “April revolution,” 
which brought the People’s Democratic Party of Afghani- 
stan to power in 1978, was actually a coup. 


People were disappointed with the Kabul government's 
political and religious friction, the general said, adding 
that its attempts to mend relations with the “opposition 
party” are impossible. 


Tsagolov, who teaches at the prestigious Frunze Military 
Academy in Moscow, expressed doubt that Afghan Pres- 
ident Najibullah’s government could hold its own after 
the Soviet troops withdraw next year. 


The regime’s supply of arms are decreasing and Afghans 
are not supporting the country’s “national reconcilia- 
tion” line, the Soviet general told interviewers in what is 
seen as the most detailed and objective assessment of the 
Afghan issue. 


GUOJI SHANGBAO Views Soviet Economic Reform 
HK2407084488 Beijing GUOJI SHANGBAO in Chinese 
5 Jul 88 p 3 


[Article by Gu Ji (6253 4764): “The Big Has Its Own 
Difficulties—Talking About the Soviet Economic 
Reform”) 


[Text] Wang Xifeng, a character portrayed by Cao Xue- 
qin, has a famous saying: “The big has its own difficul- 
tic.. [Wang Xifeng is a character in Cao Xueqin’s novel 
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"The Dream of the Red Chamber*'} It is true that the 
Soviet Union, a big socialist country, has been encoun- 
tering brambles and hardships im the course of carrying 
Out its construction. Let us look only at its reform, which 
has not been easy to promote. The 19th CPSU National 
Congress produced proof of this. 


In the 1930s, Stalin relied on the method of a low social 
consumption level, a high accumulation, and highly 
concentrated economic management to achieve a rapid 
increase in the Soviet industry, at which the whole world 
stared dumb-founded. However, the Soviets paid a high 
price for “Stalin’s pattern.” After the Eighth 5-Year 
Plan, Soviet economic growth rose continuously. During 
the period of the Eighth 5-Year Plan, the average annual 
growth rate of the Soviet Union was 7.5 percent. How- 
ever, during the period of the Eleventh 5-Year Plan, it 
dropped to 3.4 percent. When Gorbachev took office in 
March 1985, the economic situation of the Soviet Union 
was frustrating. The national income of the Soviet Union 
as a superpower was only 67 percent of that of the 
United States. Its industrial output value was 80 percent 
of the United States. Its agriculture was even worse. The 
agricultural output value of the Soviet Union was only 
20 percent of the United States.’ 


Where does the solution for the Soviet economy lie? The 
previous long-term and bitter lesson has told the Soviets 
that the answer to their question 1s “reform.” Therefore, 
the present Soviet leaders are daring to discard the 
“Soviet economic pattern,” which was painstakingly 
pursued by the Soviet leaders of the earlier generation, 
and copied and regarded as a “sacred rule” by other 
socialist countries for a long time. Gorbachev has pro- 
posed a strategic idea on speeding up economic develop- 
ment. In other words, by 2000 the labor productivity of 
the Soviet Union will catch up with, or surpass, the 
present level of the United States. The previous idea of 
“improving” only the Soviet economic system has been 
changed for the first time. It is berng stressed that the old 
economic mechanisms must be “completely reformed.” 
To reform mechanisms, efforts must, first of all, be made 
to reform concepts. What is socialism? What kind of 
socialism must be pursued? In the past, the political label 
of “socialism” was stuck on the highly concentrated 
mandatory planning, the unitary public ownership sys- 
tem, large and complete enterprises, prices which 
remained unchanged for several decades, material sup- 
ply based on concentrated distribution, priority develop- 
ment of heavy industry, egalitarian distribution, closed 
foreign economic relations, and so on. In the waves of 
reform, the previous concepts, which were regarded as 
sacred and inviolable, have been renewed and changed 
one after another. 


The main characteristics of the reform Gorbachev initi- 
ated in 1985 are: Under the. prerequisite of the macro- 
scopic control of state planning, the decisionmaking 
power of enterprises will be expanded step by step with 
regard to “economic accounting, raising funds by relying 
on their own efforts, and assuming sole responsibility for 
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profits and losses.’’ On the basis that the economy under 
ownership by the whole people and the collective econ- 
Omy occupy a predominant position, the coexistence of 
limited private economy is permitted to a certain extent. 
As far as management is concerned, measures are being 
taken to gradually change administrative means into 
economic means. The loan system of banks and the wage 
system are being reformed, so that the loan conditions 
and wages and welfare of workers and staff members are 
linked with the management of enterprises. A policy of 
Opening up to the outside world is being implemented. 
Some 20 ministers and 70 large enterprises are autho- 
rized to form joint enterprises with capitalist countries. 
They can directly handle import and export affairs. 
Efforts also are being made to carry out political struc- 
tural reforms and to accelerate the process of democra- 
tization to further promote economic structural reform. 


It is true that the reform has enlivened the Soviet 
economy to a certain extent. Its national income in 1986 
was 4.1 percent higher than in 1985, which was the 
highest in the 1980's. The national income has been 
increased by relying on the enhancement of labor pro- 
ductivity without employing more workers. Such things 
are happening for the first time in the Soviet Union. 
During the first half of this year, labor productivity was 
almost 100 percent higher than the same period last year. 
Grain production has exceeded 210 million tons for 2 
years in succession. The production output of meat and 
milk has increased for 3 years in succession. It is 
expected that it will also exceed 200 tons this year. What 
iS most important is that Soviet workers and staff 
members have begun to give up their passive and indif- 
ferent attitude toward the national economy and the 
situation of their enterprises. They are showing concern 
for their achievements in production. 


However, as mentioned at the beginning of this article, 
the Soviet Union is, after all, a big country with a 
complicated production structure. The orthodox concept 
of the “Soviet pattern” is still fettering the ideas of many 
people. Among the cadre ranks, there are man people 
who are resisting and opposing the reform in various 
ways. Since 1985, the Soviet Union has dismissed and 
replaced more than 10,000 cadres of various kinds in the 
central and local governments, government institutions. 
and enterprises. The cadres’ attitude toward reform has 
been regarded as a “decisive criterion” for assessing 
them. At the recently held 13th National CPSU Con- 
gress, Gorbachev admitted that the factors blocking the 
operations of the existing mechanisms “have not yet 
been completely wiped out,” and that economic growth 
is still slow. However, he stressed that there is “no other 
way out” for the Soviet Union except reform. Deepening 
the reform to make it irreversible is an important issue 
facing the entire party and people as well as the party 
national congress. 
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Paper Views Soviet Agricultural Reforms 
HK2407075488 Beijing RENMIN RIBAO in Chinese 
18 Jul 88 p 7 


[Article by Fang Xuan (2455 5503): “The Soviet Union 
Reforms Its Agricultural Structure and Launches a 
Cooperatives Campaign’’} 


{Text} Over the past 3 years, the Soviet Union adopted 
some agricultural reform measures in succession, and 
preliminary results have been achieved. The annual 
grain output volume has exceeded 200 million tons, and 
the situation 1s better than that of the last several years. 
However, there is still a large gap between the annual 
Output target of 250 to 255 million tons stated in the 
12th 5-Year Plan. The backward agricultural situation 
has not been improved, and there are inadequate food 
supplies. 


Not long ago, the Soviet Union convened the 4th collec- 
tive farm members representative assembly. This meet- 
ing discussed and passed the “Law for Cooperatives 
(Draft).”” At the same time, it also made important 
amendments to the “Demonstrative Regulations Gov- 
erning Collective Farms,’ which was implemented in 
1969. Mikhail Gorbachev, leader of the Soviet Union, 
delivered a report at the meeting. He called for tapping 
the potential of the cooperative system and promoting 
the reforms. He pointed out that the Leninist line of 
cooperatives was damaged over the past several decades, 
and up until now the consequences of this damage were 
still causing serious problems. 


In the 1920's, Lenin’s cooperative theories were thor- 
oughly implemented in an all-round manner in the 
Soviet Union. By the end of the 1920’s, about a third of 
the peasants had joined cooperatives. Later, due to the 
fact that the role of the system of collective ownership 
was played down by Soviet leaders and the theoretical 
circles, the ideology of cooperatives was damaged, and 
all sorts of cooperatives were broken up. Finally, only 
one form of cooperative remains, the collective farm. 
The scale of collective farms began to grow larger and larger 
in the mid-1950"s, and a large number of collective farms 
were transformed into state farms. Therefore, ordinary 
collective farms could only play the role of being “small 
partners” of state farms. As a result, the enthusiasm of the 
peasants was seriously dampe.aed, and agricultural produc- 
tion could not achieve rapid development. 


Recently, Nakolai Ivanovich Ryzhkov, chairman of the 
USSR Council of Ministers, delivered a long report to 
the 9th Plenary Session of the USSR Supreme Soviet. 
The report emphasized the role of cooperatives in the 
development of the economy of the whole country. He 
pointed out that starting in 1963, the Soviet Union has 
had to import grain every year. Although a series of 
measures have been adopted in recent years to develop 
agriculture, the results have not been significant. He 
stressed that the present situation has reached such an 
extent that a third of the vegetable oil required by the 
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State, and a tenth of the meat, a fifth of the animal oil, a 
fifth of the vegetable and fruit cans, and 60 percent of the 
dried fruits to supply the people have to be imported 
from abroad. This is a very unfavorable situation. In 
order to change this situation, the Soviet Union has 
decided to launch a cooperatives campaign, to accelerate 
agricultural reform, and to solve the problem of agricul- 
tural backwardness from a structural aspect. According 
to the “Law for Cooperatives” and the amended 
“Demonstrative Regulations Governing Collective 
Farms,” the following measures will be adopted: 


First, the cooperative nature of collective farms will be 
resumed. The previous “Demonstrating Regulations 
Governing Collective Farms” emphasized that the form 
of collective farms is a “form of socialist public-owned 
economy.” The new regulations state that a collective 
farm is a “socialist economic form of cooperatives,” and 
that apart from land, which is owned by the state, the 
“ownership system of cooperatives is the economic foun- 
dation of collective farms.” 


Second, the “superiority of the large-scale collective 
eccnomy” was emphasized in the previous regulations. 
The new regulations put forward the “principle of com- 
plete economic accounting and the principle of raising 
funds by oneself.” It is also stipulated that the “con- 
tracted responsibility system” is the basic form for 
organizing labor and motivating production. 


Third, contracted responsibility systems will be vigor- 
ously promoted. The CPSU Central Committee 
demanded that all the production units subordinate to 
collective farms, farms, enterprises, and integrated cor- 
porations that have joined the agro-industrial complex 
should completely adopt the contracted responsibility 
system within the year 1988. 


Fourth, policies will be further relaxed, and the scope of 
the business activities and the power of collective farms 
and farms will be expanded. In the aspect of production 
and management, agricultural units can undertake any 
business, which includes processing and storing of agri- 
cultural products, extracting and manufacturing con- 
struction materials, producing consumer goods, develop- 
ing handicrafts, and other forms of sideline production. 
Moreover, lateral economic ties can be developed, and 
they can also engage in foreign economic and trade 
cooperation, and scientific and technical as well as 
cultural cooperation. In the aspect of selling of products. 
except for the portions of the products purchased by the 
state, which will be sold at government prices, other 
products can be sold at contract prices or at prices 
determined by the cooperatives themselves. In the aspect 
of the power to control properties, they have the right to 
sell, exchange, lease (including land), transfer, and lend 
their fixed assets and other means of production. 


Fifth, private subsidiary businesses and collective fruit 
and vegetable farms will be vigorously developed. The 
previous constraint on the area of the small plot of land 
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left to peasants for their personal use and the previous 
constraint on the number of animals raised by peasants 
for personal use will be abolished. Collective farms and 
farms will be permitted to sell farm animals and part of 
their fixed assets to their agricultural laborers. Moreover, 
peasants can obtain agricultural loans for developing 
subsidiary businesses. Furthermore, peasants can use the 
land of the state, and other things, to develop collective 
fruit and vegetable farms. 


Agriculture has always been a weak sector of the Soviet 
economy. The Soviet leaders have summarized the expe- 
riences of the previous stage of reform and are deter- 
mined to launch a cooperatives campaign. They have 
vigorously promoted reform measures for the contracted 
responsibility system and the leasing system, and made 
every effort to improve the food supply, which 1s a task 
that brooks no delay. 


Northeast Asia 


Radio Commentary on Japan-USSR Dialogue 
OW 2307101788 Betjing in Japanese to Japan 
0930 GMT 21 Jul 88 


[Tokyo correspondent (Chi Fu) commentary: “Japan 
Actively Seeking Strengthening of Dialogue With USSR”™] 


[Text] Recently, in its general effort to develop an 
omnidirectional diplomacy, there have been signs of 
active Japanese efforts to promote dialogue with the 
USSR. In May two opposition party officials visited the 
Soviet Union. On 20 July former Prime Minister Naka- 
sone headed for Moscow. He 1s scheduled to meet 
General Secretary Gorbachev on 22 July. Japanese dip- 
lomatic authorities actively supported this visit and 
dispatched officials to join the entourage. Such develop- 
ments show that Japan 1s striving to strengthen political 
dialogue with the USSR through all possible channels. 


In the past few years, due to the Soviet invasion of 
Afghanistan and bilateral tension on the northern terri- 
tories issue, Japan-Soviet relations, overall, cooled off 
substantially. However, recently Japan has been showing 
an active interest in dialogue with the USSR This is not 
unrelated to certain new developments in the present 
international situation. Since the signing of the INF 
treaty, the Soviet announcement of its withdrawal from 
Afghanistan and the U.S.-USSR summit meeting, the 


Japanese ' -ign policy establishment has shown great 
interes! new foreign policy goals of the Soviet 
Union ) the view that Soviet power has already 
extende: \sia and Pacific region, Japan hopes to 


have a head start in bilateral relations by actively sound- 
ing out and listening to Soviet views. It has been striving 
to take a posture of courage, willingness and understand- 
ing in improving Japan-USSR relations. 


After inspecting the northern territories in April, Foreign 
Minister Uno told the press that there is a need to 
Strengthen and expand political dialogue between Japan 
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and the USSR and that certain developments in Soviet 
foreign policy showing a sense of justice can be positively 
appreciated. This seems to clearly illustrate Japan's 
intention.. Uno also stressed that he would pay close 
attention to future Soviet moves and consider Japan's 
response. Public opinion in Japan considers Uno's 
remarks to be signaling a departure from the previous 
view of the USSR. 


Incidentally, Japan’s desire to strengthen dialogue with 
the USSR is not only based on short-term calculations 
but also on long-term, comprehensive foreign policy 
considerations. Short-term caiculations include seizing 
this opportunity of relaxation in East-West relations to 
reinforce its efforts for Soviet concessions on the north- 
ern territories issue. As a member of the Western camp, 
Japan would also like to actively appeal to the Western 
nations that the territorial issue between Japan and the 
USSR is precisely an obstacle that ought to be removed 
in the relaxation of East-West relations, and for them to 
exert pressure on the USSR. 


On the other hand, in terms of long-term, comprehensive 
foreign policy strategy, if the strengthening of the Japan- 
USSR dialogue is not promoted as soon as possible, this 
may become an obstacle in Japan's foreign policy, which 
aims at expanding influence in international politics. 
Recently Foreign Minister Uno stressed that the Japan- 
USSR political dialogue will not be limited to bilateral 
relations but will include wide-ranging political ques- 
tions. As should be clear from this statement, Japan 
looks at the strengthening of dialogue with the USSR as 
an indispensable factor in further increasing its voice in 
international politics. Judging from the present situa- 
tion, the USSR welcomes such a posture by Japan and 
has appeard willing to improve bilateral relations. 


It is true that the door to dialogue is already open on 
both sides. However, they are still in opposition on key 
questions. For instance, the USSR proposes the post-war 
Status quo as the basis of establishing bilateral rela- 
tions—that is, disregarding the northern territories issue 
and going ahead with developing Japan-Soviet economic 
relations. Japan has consistently insisted that the resolu- 
tion of the territorial issue should be the prerequisite to 
improving bilateral relations. In view of this, the Japa- 
nese foreign policy authorities have formulated two 
measures to pursue a slow and gradual dialogue. 


First, the realization of a visit by the Soviet foreign 
minister to Japan as soon as possible in order to resume 
the regular meetings between foreign ministers which 
have been interrupted for two years. Second, the arrange- 
ment of a visit to Japan by General Secretary Gorbachev 
based on the results of the foreign ministers’ meeting in 
order to include the northern territories question in the 
agenda. According to informed sources, the first measure 
may be successfully implemented this autumn. If so, we 
may expect Japan-Soviet dialogue to progress one step 
further during the second half of this year. 
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Takeshita Meets New Ambassador Yang Zhen 
OW 2307032988 Being XINHUA in English 
1335 GMT 22 Jul 88 


[Text] Tokyo, July 22 (XINHUA)}—Japanese Prime 
Minister Noboru Takeshita says he hopes his August 
visit to China can become a new starting point in the 
development of Japan-China relations. 


Takeshita welcomed Yang Zhen, the new Chinese 
ambassador to Japan, at his residence today and noted 
that 1988 is the tenth anniversary of the Japan-China 
Treaty of Peace and Friendship. 


In reply, Yang said he will make unremitting efforts for 
the development of China-Japan good-neighbor rela- 
tions. 


During the meeting, the new Chinese ambassador pre- 
sented to Takeshita a “picture of winterplum blossom” 
drawn by Chinese painter Chen Dazhang. 


Man Arrested for Damaging Sino-Japanese Monument 
OW 2307141488 Beying XINHUA in English 
1204 GMT 23 Jul 88 


[Text] Tokyo, July 23 (XINHUA}—The chief of a rght- 
wing group in Japan was arrested today on charges of 
vandalizing a Sino-Japanese fnendship monument on 
May 13, the KYODO NEWS SERVICE reported. 


Hisashi Ohara, president of the right-wing group named 
Gofeyyuku Kokufetkai, [name as received], admitted that 
he decided to damage the monument commemorating 
friendship between the Nagoya Prefecture and the Chi- 
nese city of Nanjing on May 13 because he was 
“appalled” by Nagoya Mayor Takeyoshi Nishio’s visit to 
China in April, KYODO said. 


He said his action was also inspired by former Japanese 
cabinet member Seisuke Okuno's remarks that justified 
Japan's wartime actions in China. 


Police was quoted as saying that Ohara, 25, vandalized 
the heads of two sculptured dogs on two 7.9-meter 
columns of the monument located in the Hisaya Odor 
Park in the Naka Ward of the Nagoya City. 


Police also suspect that Ohara 1s responsible for ripping 
off the inscription plate of the cenotaph, which was 
presented by the city of Nanjing in 1980, KYODO said. 


Ohara had been previously arrested, indicted and 
detained for his conduct like pulling down the Chinese 
national flag outside the prefecture office in Nagoya. 
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Song Ping Meets Japan Socialist Party Delegation 
OW 2507111388 Beijing XINHUA in English 
1006 GMT 25 Jul 88 


[Text] Beijing, July 25 (XINHUA) —Song Ping, member 
of the Political Bureau of the Chinese Communist Party 
Central Committee, met and feted a delegation from the 
Fukuoka Prefectural Committee of the Socialist Party of 
Japan, here this evening. 


The delegation is led by Akira Ono, vice-chairman of the 
Central Executive Socialist Party Committee and chair- 
man of the Fukuoka Prefectural Party Committee. 


Since the Japanese Socialist Party established ties with 
the Chinese Communist Party in 1983 their relations 
have been developing smoothly. 


The purpose of the delegation’s current visit is to 
acquaint its members with China's reform and opening 
to the outside world and exchange views with the Chi- 
nese side on the expansion of bilateral friendly relations. 


Japan Provides Aid to Flood Stricken Gansu 
OW 2507134888 Beijing XINHUA in English 
1135 GMT 25 Jul 88 


[Text] Beijing, July 25 (XINHUA) The Japanese Gov- 
ernment has provided 150,000 U.S. dollars in aid to 
China’s Gansu Province for losses incurred in heavy 
floods on July 6. 


The ‘loods caused extensive damage to homes, farm- 
lands, roads and electrical facilities in many counties. 
particularly Zhuon: and Lintan in the southern part of 
the province. 


The Ministry of Civil Affairs thanked Japan and said 
every effort was being made to rebuild the villages and 
restore transportation links. 


Japanese Delegation Leaves Harbin for Beijing 
SK2407095 88 Harbin Heilongjiang Provincial 
Service in Mandarin 210u GMT 23 Jul 88 


[Text] An amity delegation of Japan's Niigata Prefec- 
ture, led by (Shinji Shin), vice prefectural governor, and 
with (Matsuyama Ziro), president of the prefectural 
representative assembly, as its adviser, and (Shoshu 
Ryu) and (Heiji Zenshu) as deputy heads, successfully 
concluded a friendly visit to our province and left the 
city of Harbin for Beijing Municipality on the afternoon 
of 23 July. 


The people’s goodwill delegation of Japan's Nuigata 
Prefecture left Harbin on the same chartered plane. 


During their visit to the province, the amity delegation 
of Japan’s Niigata Prefecture paid a visit to the provincal 
people's government, the provincial People’s Congress, 
and the Harbin City People’s Government. The leading 


INTERNATIONAL AFFAIRS 


comrades of the provincial and Harbin city organs, 
including Hou Jie, Chen Yunlin, Wang Jun, Zhang 
Ruoxian, Gong Benyan, and Li Jiating, cordially 
received (Shinji Shin) and his entourage. 


During their visit to Harbin, the Japanese prefectural 
delegation paid a visit to the Harbin Medical College, the 
Heilongjiang University, the Harbin Normal University, 
{words indistinct], and plants in Harbin. They also 
viewed the exhibit on beautiful and rich Heilongjiang 
Province and toured the Songhua Jiang. They exten- 
sively interacted with city residents. 


Earthquake Reported in Mongolia 23 Jul 
OW'2407102288 Beijing XINHUA in } exglish 
0953 GMT 24 Jul 88 


[Text] Beijing, July 24 (XINHUA)}—An earthquake of 
6.4 magnitude on the Richter scale occured at 16:38 
Saturday (Beijing summer time) in the People’s Republic 
of Mongolia, outside the boundary of northern Xinjiang. 


The quake hit the area at 48.1 degrees north latitude and 
91 degrees east longtitude, according to the network of 
Chinese seismological stations. 


The shock was felt in Fuyun County in the northeastern 
part of Xinjiang Uygur Autonomous Region, the 
regional sersmological bureau reported. 


Unconfirmed Report of S. Korean Envoy Visit 
OW 2307124388 Tokyo KYODO in English 
1230 GMT 23 Jul 88 


[Text] Being, July 23 KYODO—Chinese officials have 
declined to confirm a report that South Korean Presi- 
dent No Tae-u's special envoy visited China in June to 
improve ties between the two countries. 


Chinese sources, however, said the report warrants 
attention as a sign that Beying is positive toward pro- 
moting trade and personnel interchanges with “South 
Korea. 


The Chinese of‘icials stressed that there hu.» een no 
official interchanges between the two countries, and 
visits by officials, if any, are informal. 


In consideration of its relations with North Korea, China 
pursues a policy of separating politics from economics, 
though it hopes to expand trade ties with South Korea. 


The sources said China would accept visits to Beyying by 
South Korean politicians in the future. 


FBIS-CHI-88-142 
25 July 1988 


DPRK Parliamentary Meeting With S. Korea 
OW 2207141288 Beijing XINHUA in English 
0642 GMT 22 Jul 88 


[Text] Pyongyang, July 21 (XINHUA) —The Demo- 
cratic People’s Republic of Korea (DPRK) Thursday 
proposed parliamentary meetings with South Korea to 
discuss a draft joint declaration on non-aggression. 


The proposal was made by Yang Hyong-sop, Standing 
Committee chairman of DPRK's Supreme People’s 
Assembly, in a letter sent earlier Thursday to his South 
Korean counterpart, Kim Chae-sun, via the truce site of 
Panmunjom, the KOREAN CENTRAL NEWS 
AGENCY (KCNA) reported. 


The letter suggests that joint parliamentary sessions be 
held alternately in Pyongyang and Seoul, following a first 
joint session in Pyongyang in August, with Yang and 
Kim serving as co-chairmen, KCNA said. 


The letter also said MPs of both sides could participate 
in each other’s parliamentary sessions to discuss how to 
ease tensions on the Korean peninsula. 


“In view of the importance of the matter to be discussed 
at joint parliamentary meetings, we think it better to 
invite representatives of political parties and organiza- 
tions and figures of various circles to participate :n the 
meeting, not only members of parliaments.” KCNA 
quoted the letter as saying. 


The seven-point declaration on non-aggression drafted 
by DPRK proposes that the northern and southern sides 
of Korea declare no use of force against each other, 
resolve differences through dialogue and negotiations, 
not participate in foreign aggression against the other. 
and make phased and drastic reductions in their armed 
forces and staged withdrawal of foreign forces and 
nuclear weapons. 


DPRK's Supreme People’s Assembly approved the pro- 
posal and the draft of the joint non-aggression deciara- 
tion Wednesday, KCNA said. 


C Lauds DPRK ! ion Proposal 
OW 2307073888 Beijing XINHUA in English 
0705 GMT 23 Jul 88 


(Commentary: DPRK’s Proposal Helps Ease Tensions 
on Korean Peninsula (by Zheng Baogin)”"—XINHUA 
headline] 


[Text] Pyongyang, July 23 (XINHUA}—The Demo- 
cratic People’s Republic of Korea's (DPRK) July 20 
proposal for joint parliamentary meetings with South 
Korea to discuss a joint declaration on non-aggression, 
helps ease tensions on the Korean peninsula. 
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If parliamentarians of both sides can participate in each 
other’s parliamentary sessions to discuss how to ease 
tensions on the peninsula, as the DPRK proposal sug- 
gests, it will reopen the dialogue that was stopped two 
years ago between the Northern and Southern sides of 
Korea. This would surely establish favorable conditions 
for detente in the divided peninsula. 


The draft of the seven-point declaration on non-aggres- 
sion includes phased and drastic reductions in the armed 
forces of both sides, and a staged withdrawal of foreign 
forces and nuclear weapons. 


The North-Scu.a military confrontation along the military 
demarcation \ine, which was drawn after the three-year 
Korean War ended in 1953, has not only blocked detente in 
the peninsula but has also burdened the Korean people on 
both sides with heavy military spending. 


The elimination of the military confrontation and the 
easing of tensions are prerequisites for the national 
reconciliation of Korea, and an eventual peaceful reuni- 
fication of the Korean peninsula. 


It would be wise for the South Korean authorities to 
carefully consider the DPRK proposal. 


DPRK Paper Cited on Denouncing No's Declaration 
HK 2507062488 Beying RENMIN RIBAO in Chinese 
23 Jul 88 p 6 


{[Report: “Korea’s NODONG SINMUN Carries Com- 
mentary Denouncing No Tae-u's ‘Special Declaration’ 
on the Unification Issue”) 


{ Text] Korea's NODONG SINMUN carried signed com- 
mentaries successively on 15 and 16 July entitled “Sham 
Unification Scheme Evading Reality” and “A Splittist 
Scheme Under the Cloak of ‘Unification,’ which 
pointed out that No Tae-u’s “Special Declaration on 
Relations Between the North and South and Unified 
Foreign Policy” made on 7 July was a splittist scheme to 
create “two Korea's.” 


According to reports, South Korean “President” No 
Tae-u made a “Special Declaration on National Dignity, 
Unification, and Prosperity” in which he announced the 
following six-point policy: First, promote exchanges 
between compatriots from the south and north, includ- 
ing people from all walks of life and students so that 
compatriots from abroad can travel freely between south 
and north, second, prior to an agreement reached 
between the Red Cross of the south and north, make 
efforts to find out the separated family members and 
help to bring about correspondence and visits between 
themselves; third, open the gate to trade between the 
south and north and regard trade between the two sides 
as internal trade of the nation; fourth, South Korea 
should not oppose its friendly countries carrying out 
non-military trade with North Korea; fifth, cease rivalry 
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and antagonistic diplomacy between both sides, in inter- 
national occasions delegates from both sides may freely 
contact each other and work in cooperation for the 
common interests of the nation; and sixth, improve 
North Korea's relations with the United States and 
Japan, and continue to seek improvement 'n relations 
with the socialist countries including the Soviet Union 
and China. 


In No Tae-u’s “unified policy,” the NODONG SIN- 
MUN commentary pointed out, he never mentioned a 
single word about “occupation of South Korea and the 
withdrawal of U.S. troops.” 


The commentary asked: “When South Korea is still 
occupied by the aggressive troops of U.S. imperialism, 
how can the people carry out exchanges and realize 
unification?” 


The comn: -ntary further pointed out: “To improve the 
relations between the south and north and for the 
unification of the motherland, the pressing matter to be 
solved at the moment is to eliminate military confron- 
tation between the north and south and relax the 
tension.” “Actually it is empty talk to discuss unification 
by evading the stern reality and not proposing any 
measure to ease the tense situation.” 


The commentary of NODONG SINMUN emphatically 
pointed out that the purpose of No Tae-u's declaration 
“is to gradually turn the personnel contacts and trade 
between the north and south to ‘cross contacts’ and 
‘cross recognition’ in an attempt to legalize the ‘two 
Korea’s.”” 


Jilin Postal Delegation Returns From DPRK 
SK2407094088 Changchun Jilin Provincial Service 
in Mandarin 0930 GMT 23 Jul 88 


[Text] At the invitation of the telecommunications 
administration bureau of the North Hamgyong Province 
in the DPRK, the seven-member delegation led by (Yang 
Wenkui), deputy director of the Jilin Provincial Post and 
Telecommunications Administration Bureau, partici- 
pated in a familiarization tour of North Hamgyong 
Province from |2 to 21 July and returned to the city of 
by train o the morning of 23 July. 


During their visit in the DPRK, the delegation of our 
province had a friendly talk with representatives from 
the North Hamgyong Provincial Telecommunications 
Administration Bureau concerning utilization of tele- 
communications lines between Jilin Province and North 
Hamgyong Province and signed a summary of the talk. 


DPRK Military Chief Urges U.S. Troop Withdrawal 
OW2507102188 Beijing XINHUA in English 
0756 GMT 25 Jul 88 


[Text] Pyongyang, July 25 (XINHUA)}—A senior mili- 
tary official of the Democratic People’s Republic of 
Korea (DPRK) today called for the immediate with- 
drawal of United States troops from South Korea as the 
35th anniversary of the Korean War armistice 
approaches. 
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In an article to mark the anniversary in today’s 
“NODONG SINMUN” newspaper, Choe Kwang, chief 
of the General Staff of the Korean People’s Army, said 
that although the Korean War ended 35 years ago, a solid 
peace has not yet come to the Korean peninsula despite 
the continuous efforts made by the DPRK party and 
government to eliminate the dangers of war and main- 
tain peace. 


He said that the U.S. occupation and its “invading 
policies in South Korea” are the main obstacle to the 
reunification of the country. 


If U.S. troops remain in South Korea, peace and reuni- 
fication of Korea will be impossible, Choe said. 


He asked the U.S. to take a lesson from its failure in the 
Korean War, stop its provocations threatening the peace 
of Korea and promptly withdraw its troops from South 
Korea. 


The armistice agreement of Korea was signed in Pan- 
munjom on July 27, 1953. 


DPRK Hosts Nonaligned Traditional Medicine Meeting 
OW 2407134488 Beijing XINHUA in English 
0802 GMT 24 Jul 88 


[Text] Beijing, July 23 (XINHUA}—A meeting of 
experts from non-aligned countries on traditional medi- 
cine opened in Pyongyang today, according to reports 
reaching here. 


The meeting will discuss strengthening of cooperation in the 
exchange of information and technology on therapy and 
herbs of traditional medicine in non-aligned countries. 


The experts are also to talk over the establishment of a 
center for exchanging information and technology on 
traditional medicine in non-aligned countries, in accor- 
dance with the decision adopted at the extraordinary 
ministerial conference of non-aligned countries on 
South-South cooperation held in Pyongyang last year. 


Attending the meeting are delegates from Afghanistan, 
Algeria, Cuba, Guinea, India, Indonesia, Iran, the Demo- 
cratic People’s Republic of Korea, Libya, Nicaragua, Niger, 
Nigeria, Palestine, Sri Lanka, Syria, Vietnam, Yugoslavia, 
Zimbabwe and the World Health Organization. 


Southeast Asia & Pacific 
Jakarta Meeting on Cambodian Conflict Begins 


France Offers Assistance 
OW 2307043788 Beijing XINHUA in English 
1420 GMT 22 Jul 88 


{Text} Paris, July 22 (XINHUA)}—French Prime Minis- 
ter Michel Rocard said here today that France can be of 
some help in settling the problem faced by Kampuchea. 
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Rocard met today with Samdech Norodom Sihanouk, and 
Sihanouk said he was counting on France “to help us 
remake a democratic, neutral and independent Kampu- 
chea.” 


He also expressed a hope that there would be an inter- 
national conference to examine all aspects of Kampu- 
chean issues. 


In his reply, the French leader said France was one of the 
powers which in bilateral talks with other influential 
countries of the region, “can probably move things 
forward a bit.” 


Sihanouk is scheduled to leave for Jakarta this after- 
noon. However, he indicated yesterday he would not 
attend the informal talks on Kampuchea to begin there 
on July 23. 


Sihanouk Meets France's Dumas 
BK2207115888 Beijing in Cambodian to Cambodia 
1030 GMT 22 Jul 88 


[Text] Our correspondent in Paris reports that Samdech 
Sihanouk held talks with French Minister of State for 
Foreign Affairs Roland Dumas in Paris on 21 July. 


During the talks, Roland Dumas once again said France 
supports a political solution to the Cambodian problem 
to completely restore the rights of Cambodia and the 
Cambodian people, ensure Cambodia's territorial integ- 
rity and independence, and end the long sufferiny of the 
Cambodian people. Dumas said France fully supports 
the efforts of Samdech Sihanouk and countries in the 
region, the ASEAN countries in particular. 


After the talks, Samdech Sihanouk said that at the invitation 
of {Indonesian President Suharto, he will visit Jakarta on 23 
July but will not attend the informal meeting on the Cam- 
bodian problem in Jakarta on 25 July. 


‘Roundup’ on Meeting 
OW 2407044588 Beijing XINHUA Domestic Service 
in Chinese 1202 GMT 23 Jul 88 


{Roundup by XINHUA reporter Cai Changmei: Feuding 
Factions in Cambodia Will Sit Down To Talk} 


[Text] Beijing, 23 Jul (XINHUA)}—Regarding the infor- 
mal meeting on the Cambodian issue to be held in 
Indonesia's Bogor on 25 July, world opinion is extremely 
concerned about its success. 


Alatas, Indonesia's minister of foreign affairs, who has 
enthusiastically helped to bring about this meeting, said: 
The “cocktail party” will be held “without any political 
title” and “without any precondition.” There will be 
neither specific schedule nor topic for discussion. Alatas 
said: “The aim of the meeting is to think nothing of a 
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formal meeting. The meeting is aimed at breaking the 
impasse and at helping Cambodia's four sides to meet 
and carry on dialogue with Vietnam.” 


Vietnam has always stubbornly refused to contact and 
carry on dialogue with the anti-Vietnamese forces to 
solve the Cambodia issue. After the signing of the 
Geneva agreement on the issue of Afghanistan on 14 
April this year, the voice of the world demanded louder 
than ever before Vietnam's complete troop withdrawal 
from Cambodia and the restoration of peace and inde- 
pendence in Cambodia. The ASEAN nations have car- 
ried out active diplomatic activities, and the pruposal to 
convene a “cocktail party” with the participation of 
Cambodia's four sides and Vietnam is once again put on 
the agenda. 


In view of the situation under which Soviet troops will 
completely withdraw from Afghanistan within 9 months 
and under tremendous international pressure, Vietnam 
cannot but agree to participate in the informal meeting 
on Cambodia to be held in Indonesia. However, 11 still 
insisted that the meeting be divided into two stages and 
that it will only participate in the second stage of the 
meeting. Vietnamese Foreign Minister Nguyen Co 
Thach said that he will attend the “cocktail party”, but 
he is not willing to participate in the first stage of the 
meeting, in which Vietnam would carry on direct dia- 
logue with Cambodia's four sides. He also said that the 
period between the two stages of the meeting “should 
only be long enough to go to the toilet.” 


A statement issued by the Coalition Government of 
Democratic Kampuchea on 25 June, after holding a 
tripartite meeting, pointed out: The three sides decided 
to attend the cocktail party, but they hoped that Vietnam 
will “participate in this meeting as soon as possible, that 
is, on the first day of the meeting” as promised by 
Nguyen Co Thach. 


As of now, Son Sann and Khieu Samphan, leaders of the 
two factions of Democratic Kampuchea, have promised 
to attend the cocktail meeting. Prince Sihanouk, who 
resigned on 10 July as president of Democratic Kampu- 
chea, has asked his son Ranarith, commander in chief of 
the Sihanouk National Army, to attend the meeting. In 
addition to Indonesia, the host country, Thailand and 
Laos have promised to send representatives to attend the 
meeting. Therefore, if Vietnam will attend the meeting 
as it has promised, the cocktail party will be able to open 
as scheduled. The meeting will be undermined if Viet- 
nam, the aggressor, decides not to attend. 


The stands of the two parties in the Cambodian conflicts 
are far apart at present. The proposals for a settlement 
put forward by the Cambodian Resistance Forces mainly 
include the following three points: |) Vietnam must pull 
out all its troops in three stages under international 
supervision. 2) After the second-stage withdrawal of 
Vietnamese troops, the Phnom Penh regime and the 
Democratic Kampuchean Government be dissolved at 
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the same time, and a four-sided provisional government 
headed by Prince Sihanouk be established. 3) Under 
international supervision, the provisional government 
will hold a direct and free general election to form a 
constitutional parliament. 


However, Vietnam so far has insisted that it will not 
withdraw all its troops until 1990, and nas not worked 
out a schedule for a quick withdrawa! under interna- 
tional supervision. According to Thailand's NATION- 
ALITY NEWS, senior officials of the ASEAN have 
suggested that Vietnam pull out all its troops in three 
Stages within 7 months. 


In addition, Vietnam has not only refused to dismiss the 
Phnom Penh regime, but has also tried to exclude the 
Democratic Kampuchea side, a faction of the Cambo- 
dian Resistance Forces, from the future political life of 
Cambodia and establish a Camodian Government to be 
headed by the Heng Samrin clique, which Vietnam will 
be able to continue to control. This is a permanent 
occupation in disguise. 


Therefore, the forthcoming unofficial meeting on the 
Cambodian issue will see a heated argument over the 
complete and quick withdrawal of Vietnamese troops 
under international supervision and what kind of polit- 
ica! body 1s to be established in Cambodia in the future. 
As matters stand, whether the meeting can make any 
substantive progress largely depends on whether Viet- 
nam is sincere and makes a decision to settle various 
issues IN question. 


A Western nation’s envoy in Bangkok said that ev °n if 
the cocktail party is a successful beginning of a serious 
negotiation, we should not hold greater hope. 


Preparations Completed 
OW 2407144288 Beijing XINHUA in English 
0943 GMT 24 Jul 88 


[Text] Jakarta, July 24 (XINHUA) Everything seems 
to be set for the Jakarta informal meeting on Kampuchea 
tomorrow following the arrival of representatives of 
parties directly involved in the Kampuchean conflict, as 
well as from the countries of the Association of the 
Southeast Asian Nations (ASEAN). 


The three parties under the Coalition Government of 
Democratic Kampuchea (CGDK) are represented by 
Prince Norodom Ranariddh, son and personal represen- 
tative of Prince Norodom Sihanouk, Son Sann, CGDK 
prime minister, and Khieu Samphan., vice-president of 
Democratic Kampuchea. They arrived here today. 


Hun Sen, prime minister of the Phnom Penh regime, 
Vietnamese Foreign Minister Nguyen Co Thach and 
Laotian Deputy Foreign Minister Thongvavanh Khayk- 
hamphithoun flew in here yesterday. 
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The ASEAN countries are represented by Indonesian 
Foreign Minister Ali Alatas, Singapo Foreign Minister S. 
Dhanabalan, Malaysian Foriegn Minister Abu Hassan 
Omar, Bruneian Foreign Minister Princ: Mohamed 
Bolkiah, Philippine Foreign Ministry Secretary Manuel 
Yan and M.R. Kasem S. Kasemri, Foreign Ministry 
permanent secretary of Thasland. 


The meeting will start tomorrow morning in Bogor, a hill 
resort town about 60 kilometers outside Jakarta. How- 
ever, the meeting will be called “the Jakarta informal 
meeting” though it is to be held in Bogor, Indonesian 
officials said. 


The Jakarta informal meeting signals the latest efforts of 
ASEAN countries and the parties concerned for a political 
solution to the 10-year-old Kampuchean conflict caused by 
Vietnamese invasion of that country in late 1978. 


The Jakarta informal meeting. also known as “the cock- 
tail party”, 1s based on an understanding reached by 
foreign ministers of Indonesia and Vietnam in July 
1977. At both the August special meeting last year and 
the recent annual meeting in Bangkok, the ASEAN 
foreign ministers supported the initiative. 


The ASEAN foreign ministers welcomed the willingness 
expressed by Vietnam and all Kampuchean . ctions to 
participa’. in the meeting when they met in Bangkok 
earlier this month. A statement issued prior to their 
formal discussion said that “the ASEAN foreign minis- 
ters wish to impress upon the parties concerned the 
necessity for them to engage in substantive discussions 
on the key element aimed at resolving the Kampuchean 
problem.” 


But Vietnam threatened not to join the meeting, accus- 
ing ASEAN of trying to turn the meeting into a talk 
between Vietnam and the Kampuchean factions. It 
repeatedly claimed that it will only take part in the 
second stage with the ASEAN countries and Laos. 


An Asian diplomat in Bangkok said earher that it would 
be very difficult for Vietnam to shake off its responsibil- 
ity for invading Kampuchea even if it succeeds in joining 
the meeting at a second stage. “After all it 1s a problem 
between Vietnam and Kampuchea,” he said. 


Foreign Minister Ali Alatas warned against “unrealistic” 
expectations of the meeting on July 20. “It's an informal 
gathering that will give those involved in the dispute 
over Kampuchea an opportunity to find common 
ground on which to base formal! talks at later dates,” he 
was quoted as saying. He added, “expectations that the 
conflict can be solved in one meeting are unrealistic.” 


No concrete agenda of the meeting has been disclosed so 
far. Informed sources said that the four factions, parties 
under the CGDK and the Phonm Penh regime. are 
expected to meet tomorrow morning, followed by the 
participation of other parties including Vietnam. 
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“If everything goes on well in the first day, the parties 
might continue their discussions on the following day.” 
the sources said. 


Jakarta Dinner Reported 
OW 2407212088 Beijing XINHUA in English 
1821 GMT 24 Jul 88 


[Text] Bogor, Indonesia, July 24 (XINHUA)}—The par- 
ticipants to the Jakarta informal meeting on Kampuchea 
were invited to a dinner here this evening, which marked 
the ———s of their discussions on the Kampuchea 
conflict. 


The dinner was given by Indonesian Foreign Minister 
Ali Alatas at the Bogor Palace, the venue of the meeting. 
60 kilometers south of Jakarta. 


The meeting is named the Jakarta informal meeting 
though it is being held in Bogor. 


Journalists, including photographers, both local and for- 
eign, were totally barred from entering the palace 
ground. Organizers of the meeting said that preparations 
for the informal meeting are still underway, so journal- 
ists are not allowed to go into the palace. The press cards 
that have been issued to them will be effective only from 
tomorrow morning. 


Informed sources here said that all the participants were 
invited to the dinner but there were no speeches. 


Participants to be present at the informal meeting 
inclide representatives from the three parties under the 
Coalition Government of Democratic Kampuchea 
(CGDK), the Phnom Penh regime, Vietnam, Laos, and 
countries of the Association of Southeast Asian Nations 
(ASEAN). 


Security in Bogor has been tightened up since the arrival 
of the participants to the infomal meeting earlier this 
week. Police have been assigned not only around the 
palace but also at the hotels where the journalists are 


staying. 


Cambodian Resistance Views Meeting 
OW 2507012688 Beijing XINHUA in English 
2333 GMT 24 Jul 88 


[Text] Bogor, July 24 (XINHUA}—The Kampuchean 
resistance leaders expressed their wish here today that 
the Jakarta informal meeting on Kampuchea, which will 
begin here tomorrow, would be a chance to put an end to 
the sufferings of the Kampuchean people. 


2 


INTERNATIONAL AFFAIRS 


On his arrival at Soekarno-Hatta Airport today, Son 
Sann, leader of the Khmer People’s National Liberation 
Front (KPNLF), said, “I believe strongly that this meet- 
ing will give a chance for all of us in Kampuchea to come 
here not to think about political views but to think of 
only one thing: how to put an end to the sufferings of the 
Kampuchean people.” 


The same hope was expressed by Prince Ranarith of the 
FUNCINPEC (the Front of Prince Norodom Sihanouk) 
and Kieu Samphan, leader of the Democratic Kampu- 
chea Party. who arrived in the same plane one hour after 
Son Sann. 


Prince Sihanouk resigned as president of the Coalition 
Government of Democratic Kampuchea (CGDK) on 
July 10. He 1s now also in Jakarta at the personal 
invitation of the Indonesian President Suharto. 


Ranarith, son of Prince Sihanouk, who 1s representing 
his father as leader of the FUNCINPEC (Sihanoukist), 
stated that his faction will approve without precondition 
any decision that will lead to the end of the sufferings of 
the sinless Kampuchean people. 


In a written statement, Khieu Samphar said that “for 
already nearly ten years, the war of *ggression and 
occupation has been devastating Kamnuchea, sowing 
tremendmus sufferings to the Kampuctie.in people, and 
threatening peace, security and stability in Southeast 
Asia and Asia-Pacific.” “It has been the strong desire of 
the Kampuchean people and us all to have that war come 
to an end as soon as possible,” he said. “We come here to 
sincerely strive to put an end to that war of aggression 
and occupation through a meeting and talk between the 
warring parties,” he added. 


The three factions of CGDK will meet with the prime 
minister of the Phnom Penh regime Hun Sen, Vietnam- 
ese Foreign Minister Nguyen Co Thach, Laotian Deputy 
Foreign Minister Thongsavath Kaikhamphitthoune and 
high-ranking officials of the ASEAN countries at the 
Jakarta informal meeting. 


The meeting will begin on Monday. but when will it end 
is still unknown. It can proceed for one day, two days or 
three days, in accordance with its informal character. 
Indonesian Foreign Minister Ali Alatas has said, “The 
meeting has no time limit, so it depends on their (the 
participants’) wishes.” 


Indonesia's Alatas Opes Meeting 
OW 2507090788 Beyine AINHUA in English 
0710 GMT 25 Jul &8 


[Text] Jakarta, July 25 (XINHUA) (by Ma Shengrong 
and Li Yongming}—The long-awaited Jakarta Informal 
Meeting (JIM) on Kampuchea started in the hill resort 
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‘own of Bogor today with a meeting between the three 
parties under the Coalition Goverment of Democratic 
Kampuchea (CGDK) and the Vietnamese-installed 
Phnom Penh regime. 


The four-faction meeting will be foliowed by participa- 
tion of Vietnam and Laos as well as representatives from 
the countries of the Association of Southeast Asian 
Nations (ASEAN). 


Representing the three parties under the Coalit) »n Gov- 
ernment of Democratic Kampuchea (CGDK) are Prince 
Norodom Ranarndh, son and personal representative of 
Prince Norodom Sihanouk; Son ©7nn, prime minister of 
CGDK; and Khieu Samphan. vice-president of CGDK. 


Hun Sen, who flew in here wit Vietnamese Foreign 
Minister Nguyen Co Thach on July 23, was present at the 
morning session. 


The four and their aides were sitt)ng in a round circle of 
armchairs. After making an opening speech, Indonesian 
Foreign Minister Ali Alatas withdrew from the meeting. 
Their discussion were held behind closed doors while 
over 300 local and foreign reporters were waiting for 
news outside the conference hall. 


According to the tentative schedule announced today. 
this morning's meeting will be ‘ollowed by participation 
of Vietnamese Foreign Minister Nguyen Co Thach and 
Deputy Foreign Minister of Laos Thongsawath Kaik- 
hamphithounce. 


ASEAN representatives will join the afternoon session. 


The four Kampuchean factions wi!l meet again tomor- 
row morning. They will be joined by representatives 
from Vietnam, Laos and the ASEAN countries in the 
afternoon. 


The program for July 27 and onwards will be reserved 
for informal meetings and closing sessions as decided by 
the participants. 


Observers here said that four issues are likely to be the 
main topics of the meeting—Vietnamese troops with- 
drawal, national reconciliation, power sharing and the 
state of fute re Kampuchea. 


Indonesian Foreign Minister Ali Alatas was cautiously 
optimistic about the result of the meeting. Expectations 
that the conflict can be solved in one meeting are 
unrealistic, he said. 


Indonesia has been olaying a pivotal role in arranging the 
meeting as an interlocutor of the ASEAN count es with 
Vietnam. 


INTERNATIONAL AFFAIRS 


ASEAN has been supporting the Kampuchean people in 
their war against Vietnamese aggression since Vietnam 
invaded Kampuchea in late 1978. At their annual meet- 
ing in Bangkok earlier this month, ASEAN foreign 
ministers stressed that the willingness of the four Kam- 
puchean factions and Vietnam to participate in the 
Jakarta informal meeting was important to the finding of 
a solution of the Kampuchean problem. 


Indonesian Foreign Minister Alatas was quoted as saying 
yesterday that he could not confirm the exact days for 
the meeting. It 1s oper -ended and may last three days or 
even five days, he said. 


Australian Minister Views Tibet Situation 
HK2307080088 Hong Kong SOLTH CHINA 
VORNING POST in English 23 Jul 88 p 7 


[By Foreign Editor Kar! Wilson] 


(Text) Despite the Dalai Lama's recent overture to 
Being for a Hong Kong-style negotiated settlement over 
the ~ibetan question there are still signs of an active 
independence movement inside Tibet. 


According to the Australian minister for foreign affairs 
and trade, Mr Bill Hayden, those pushing for indepen- 
dence are using the Dalai Lama's name as well as 
religious freedom to promote their cause. 


At the European Parliament in Strasbourg iast month. 
the exiled spiritual leader of Tibet outlined the frame- 
work for what basically amounted to an autonomous 
Tibetan state within China. 


China rejected the offer and Mr Hayden, who has just 
returned from a i0-day tour of China which took in 
Tibet, sand Australia too “cannot accept the Dalai 


Lama's proposal”. 


Speaking in Hong Kong yesterday, Mr Hayden said: “As 
far as Australia is concerned, Tibet 1s part of China. It 1s 
a domestic rssue and the question of how Tibet 1 
governed as a prov:nce of China 1s something for the 
Chinese.” 


Mr Hayden said that recent unrest in Tibet did not stem 
from the desire for religious freedom “but a desire for 
independence” 


“There can be no question that the Dalai: Lama is revered by 
Tibetans as their spiritual leader. But | doubt whether 
people want him as their temporal leader,” he said 


Mr Hayden ts the highest-ranking foreign official to visit 
Tibet since anti-Chinese protests began there late iasi year. 
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When asked about human rights violations and repres- 
sion, Mr Hayden said: “Reports of repression by the 
Chinese in Tibet are grossly exaggerated. On the ques- 
tion of human rights I do think there is a case to answer, 
but I am not prepared to go into details.” 


Mr Hayden said that he did not go to Tibet as a one-man 
commission of inquiry of as an investigative journalist. 


Earlier this week, a report from Being claimed that the 
Government had called for the “merciless repression of 
anti-Chinese protests in Tibet. 


Mr Hayden, who met Tibetan Government leaders last 
Sunday, the abbot of Jokhang Temple. Lhasa’s oldest 
and holiest temple, and Buddhist leaders at the Potala. 
the former compound of the Dalai Lama, said he did not 
see much evidence of repression. “I saw no evidence of 
tension as I had been expecting.” he said. 


“I came away with a reasonably clear conviction that the 
basic problem arises from plans for independence rather 
than religious issues.” 


He said reports of China's tough handling of anti- 
government protests were not new. “For a long time now 
China has conducted a dual policy of tolerance as regards 
religious and ethnic minorities, but at the same time 
adopts a tough stand on independence movement. 


U Ne Win Resigns as Surma’s ‘Top Leader’ 
OW 2407130588 Beijing XINHUA in Enelish 
0645 GMT 24 Jul 88 


[Text] Rangoon, July 24 (XINHUA}—Burmese top 
leader U Ne Win’s presentation of his resignation and 
the new economic policies announced yesterday are 
shocking Burma. 


Expressing his demand for resignation from his pos’tion 
as chairman of the ruling Burma Socialist Programme 
Party at the opening meeting of the extraordinary party 
congress yesterday, L) Ne Win said. “as | consider that | 
am not totally free from responsibility even if indirectly 
for the sad events that took place in March and June and 
because I am advancing in age, | would like to request 
party members to allow me to relinquish the duty of 
party chairman and as a party member.” 


He submitted a proposal to the congress “to seek deci- 
sion through a nation-wide voie which the majority of 
the people ~oose from the two. a one-party system or a 
multi-party system.” 


He stressed that “a multi-party system or a one-party 
system, whichever of the two the people support. may | 
conclude, declaring that I shall leave the political arena 
and turn away from politics.” 


INTERNATIONAL AFFAIRS 


‘J Ne Win also said that five leaders of the party—U San 
Yu, U Aye Ko, U Sein Lwin, U Tun Tin and U Kyaw 
Htin have also asked for resignations. 


An observer here said that “it 1s an unexpected news.” 
Local residents also said 1t was “shocking” news. 


Street gossip about the resignation and new economic 
policies took place here this morning, but the law and 
order was normal. 


Up to now, there 1s no official report that the party 
congress has accepted the resignations or not. 


Some people here believed that LU’ Ne Win ts to retire but 
most of the other five will continue to work. 


According to local press reports today, party General 
Secretary U Aye Ko presented a report on making 
changes in the state economic policies and guidelines 
yesterday. 


U Aye Ko said that “the state economy 1s declining,” and 
“it 18 necessary to make changes in connection with the 
economy.” 


According to the new economic policies and guidelines, 
private traders and enterprisers in Burma will be given 
more opportunities to develop private economy, 
together with state sectors and cooperative sectors. 


The new policies and guidelines said that “in connection 
with the matters of accumulating capital and utilizing 
higher techniques and knowhow for the sake of increas- 
ing production in all the branches of economy, joint 
ventures between the public sector and the cooperative 
societies, between the public sector and the private 
sector, between the private concerns, between govern- 
ments, between the public sector and foreign private 
concerns, between the cooperative sector and foreign 
private concerns and between internal private concerns 
and foreign private concerns are to be allowed with the 
permission of the siate.” 


Burma Congress Told of Economic, Social Problems 
OW 2407133688 Beying XINHUA in English 
0755S GMT 24 Jul 88 


[Text] Rangoon, July 24 (XINHUA)}—Burma has been 
confronted with economic difficulties and social unrest 
over the recent period of time. 


According to an official report to the People’s Congress 
of Burma, the country registered a gross domestic prod- 
uct growth rate of only 2.2 percent in fiscal 1987-88 
(ending last March), well below the five percent target for 
the fiscal year, while the population growth rate stood at 
1.97 percent. From 1978 to 1982, Burma recorded a 
gross domestic product growth rate of over 6.5 percent 
annually. 
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Provisional export estimates for 1987-88 (about 340 
million U.S. dollars) indicated a drop in export value of 
about 3.6 percent from a year earlier, while the value of 
imports was estimated to have jumped about 21 percent 
to around 665 million U.S. dollars over the same period. 


Current foreign-exchz nge reserves declined to about 20 
million U.S. dollars, barely covering the cost of imports 
for two weeks, and the coun.ry’s foreign debt rose from 
about 230 million U.S. dollars in 1973 to 4 billion U.S. 
dollars by March this year. 


From 1980 to 1986, rice exports, the country’s main 
foreign exchange earner, were about 0.60 million tons 
every year, but declined to only 0.15 million tons in 
1987, and were expected to be virtually nil this year. 


Burma’s crude oil production has dropped to some 
15,000 barrels a day from 25,000 two years ago, and the 
country has begun to import crude oil for essential 
transport needs. 


Some traders here estimated that this year’s domestic 
inflation rate has risen to two-digit figure. Prices of some 
consumer goods have risen sharply, with some doubling 
as compared with three years ago. 


Meanwhile, Burma is also faced with some social prob- 
lems. Since last March, a series of disturbances took 
place in Rangoon and other cities, causing deaths of over 
100 persons and nightlong curfews. 


The government has taken some measures for easing 
tension before the extraordinary party congress, includ- 
ing the release of 784 detainees who were detained last 
March and June, the lifting of curfew in Rangoon and 
the dismissal of the minister for home and religious 
affairs. However, there were still some disturbances in 
some cities in the past two weeks, especially in Prome 
city, 150 miles from Rangoon, where the authorities 
have imposed military control from Friday following 
disturbances. 


‘Independent’ Foreign Policy 
OW2407212488 Beijing XINHUA in English 
1730 GMT 24 Jul 88 


[Text] Rangoon, July 24 (XINHUA)}—Burma has reiter- 
ated its intention to pursue an independent and active 
foreign policy, and to maintain friendly relations with 
other countries. 


U Aye Ko, general secretary of the Burma Socialist 
Program Party, said in his report yesterday at the 
extraordinary party congress that “from the time of 
independence Burma has consistently adhered to the 
basic principles in the charter of the United Nations and 
the Five Principles of Peaceful Coexistence. Further- 
more, efforts are made to maintain friendly relations 
with o.her countries.” 


INTERNATIONAL AFFAIRS 


On international economic cooperation, U Aye Ko said 
that mutually beneficial cooperation with foreign coun- 
tries and foreign economic organizations is undertaken 
for rapid development of production in the country. 


Burma will critically observe, study and avail itself of the 
Opportunities provided by progressive ideas, theories 
and experiences at home, or abroad, assessing them from 
the standpoint of national interests and adapting them 
appropriately, he added. 


Thailand, Burma Work To Delineate Border 
OW2207143488 Beijing XINHUA in English 
0700 GMT 22 Jul 88 


[Text] Bangkok, July 22 (XINHUA)—The re-demarca- 
tion of a section of the Thai-Burmese border is near 
completion following a survey by technical teams from 
both countries, local press “THE NATION” reported 
today. 


The joint Thai-Burmese technical survey committee 
yesterday concluded here its eight-day meeting on border 
survey and demarcation with both sides signing the 
minutes of the meeting. 


A press release issued after the meeting said the survey 
and demarcation of the 58-kilometer-long border of the 
Mae Sai-nam River sector have been completed, with 
only documentation of evidence and photography of the 
boundary reference pillars remaining to be completed, 
expected by the end of this month. 


The joint technical committee was established following 
a meeting of the joint Thai-Burmese Boundary Commit- 
tee in Rangoon on January 8-9, 1987. 


The entire Thai-Burmese border stretches through 
almost 2,400 kilometers of mountains and rivers. 


The Thai-Burmese technical survey committee is sched- 
uled to have another meeting this month to verify all 
documents related to the assignment. 


Official Results of Thai Elections Reported 
OW2507073688 Beijing XINHUA in English 
0604 GMT 25 Jul 88 


[Text] Bangkok, July 25 (XINHUA) —Thai Interior 
Minister Prachuap Suntharangkoun announced the offi- 
cial results of Thailand’s 15th general elections this 
morning. The results showed that no party won a major- 
ity in the general elections held nationwide yesterday. 


Former ruling Chat Thai [Thai Nation] Party won 87 
seats, the biggest number of seats in the House of 
Representatives among all parties. 


A total of 16 parties competed in the general elections for 
the 357 seats in the House of Representatives, ten more 
than that of the last general elections in 1986. 
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The number of seats won by the largest former ruling 
Democrat Party dropped from 100 in 1986 to 48, due to 
the break-away of the “January 10 Group” which later 
formed the Prachachon [People] Party. 


The Prachachon Party won !9 seats, mostly from the 
south. 


The other two former ruling parties—Social Action and 
Ratsadon [People’s] parties, won 54 and 21 seats respec- 
tively, gaining 4 seats and 3 seats respectively compared 
with the results of the last general elections in 1986. 


Newly-formed Palang Dharma [Moral Force] Party cap- 
tured 14 seats. 


Seats of Prachakon Thai [Thai Citizen's}, the former 
largest opposition party, increased from 24 in 1986 to 
31. Another opposition party Ruam [United] Thai's 
seats increased from 19 to 35. 


The average turnout nationwide was 63.36 percent, 
against 61.43 percent in 1986, the minister said. 


Observers here noted that elected parties have begun to 
gear up for the formation of a new coalition government, 
because no party won enough votes to form a single- 
party government. 


The House of Representatives was dissolved on April 29. 


According to Thai general election regulations, the new 
government should be formed within 15 days following 
the general elections. 


‘Analysis’ on Coalition 
OW2507120488 Beijing XINHUA in English 
1044 GMT 25 Jul 88 | 


(‘News Analysis: Thai clected Parties Gear Up for 
Formation of New Coalition Government (by Huang 
Yong)”"—XINHUA headline] 


[Text] Bangkok, July 25 (XINHUA)—Thailand’s elected 
parties are gearing up for the formation of a new coali- 
tion government, as no party won a majority in the | 5th 
general elections held nationwide on July 24. 


A total of 16 parties took part in the elections, the same 
as those that participated in the 1986 seneral elections. 
The parties fielded 3,606 candidates to compete for 357 
seats of the House of Representatives, an increase of 10 
seats compared with the previous one during the last 
general elections. 


The focus of attention here now is which parties would 
form the new government coalition and who would be 
the new prime minister. 


INTERNATIONAL AFFAIRS 


The general election regulations stipulate that the new 
government should be formed within 15 days following 
the general elections. 


The former ruling Chat Thai [Thai Nation] Party, which 
came on the top in Sunday's elections by winning 87 
seats, is described as having “good discipline.” It advo- 
cates ““modernization of the economy” and “getting rid 
of unemployment.” 


Some local sources noted that the party's prestige has 
been rising since the former largest ruling Democrat 
party’s split in January 1987. The party is expected to be 
the core of the new government, the sources said. 


The Democrat Party only captured 48 seats, as against 
100 seats in 1986. The loss of seats was due to the 
break-away of “The January 10 Group” which later 
formed the Prachachon [People] Party. 


The other former ruling parties—Social Action and 
Ratsadon, won 54 and 21 seats respectively, several seats 
more than they won during the last general election. 


The newly-formed Palang Dharma [Moral Force] Party 
captured 10 of the 37 seats in Bangkok constituency and 
4 in the provinces, fewer than expected. 


Former opposition parties, Ruam Thai [United] and 
Prachakon [Thai Citizen's] Thai, which won 35 and 31 
seats respectively, have drawn the attention of most 
observers here. 


Observers here also noted that the capture of 17 seats by 
Puangchon Chao Thai [Thai Masses] Party led by former 
army commander-in-chief Gen. Athit Kamiang-ek is 
worthy of noticing. 


Some local sources said that a coalition government with 
four former ruling parties (the Chat Thai Party, the 
Democrat Party, the Social Action Party and the Ratsa- 
don Party) as the basis is likely to be formed. “The four 
parties won a total of 210 seats, exceeding half of the 357 
seats of the House of Representatives,” they noted. 


Chat thai party leader Chatchai Chunhawan was quoted 
as saying before the elections that he had raised the issue 
of the formation of the new government with the Ratsa- 
don, Social Action and Democrat Parties on July 2. The 
parties agreed to form the core of the next coalition, he 
said. 


‘We have a gentlemen's agreement to stay together after 
the elections,” he added. 


Some local sources said one or two members from the 
Prachachon Pz rty, the United Democratic Party (UDP) 
and the Ruam Thai Party, may have a chance to join the 
new coalition »>%vernment. 
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The sources did not rule out the possibility of other 
forms of the formation of a new coalition government. 


Who would be the next prime minister has been a 
disputed issue since the beginning of the realignment of 
political forces and of the election campaign. 


According to the election regulations of Thailand, the 
candidate for the new prime minister will be proposed by 
the parties elected in the general elections within 15 days 
following the general elections, the president of the 
national assembly will then submit the candidate who 
won the majority to the king for final approval. 


Local press reported today that Chat Thai Party's leader 
Chatchai Chunhawan last night reiterated his previous 
stand that Gen. Prem Tinsulanon should return as the 
next prime minister. 


However, some of the former opposition parties have 
different opinions. The Prachakorn Party, winning 31 
seats, has expressed disagreement with Prem’s return. 
The Progressives Party advocates that the new prime 
minister should come from the elected members of 
parliament. 


Radio Thailand quoted former Prime Minister Khukrit 
Pramot as saying yesterday that he believed “Prem will 
return to the premiership again.”’ But he said, if he was 
invited to be the prime minister, he would accept it. 


How to form the new coalition government and who 
should be the new prime minister are to be settled among 
the elected parties within two weeks’ time. 


Near East & South Asia 


Israel’s Rule in Occupied Areas Reviewed 
HK2207142888 Beijing RENMIN RIBAO in Chinese 
19 Jul 88 p 6 


(“International Jottings” by Ke Yuelin (2688 2588 
7207): “It Is Not Wise at All”) 


{Text} The Israeli authorities, who constantly resorted to 
armed force to occupy and rule the West Bank and the 
Gaza Strip, recently put forward a secret proposal 
through a third country to the PLO on carrying out “civil 
elections” and conducting “autonomy” in the occupied 
areas in exchange for the termination of the anti-Israeli 
struggle of the Palestinian people in these areas. This 
proposal was rejected by the PLO. 


However, people may find from this action of the Israeli 
authorities that the resistance struggle against Israel's 
high-handed rule in the occupied areas has driven the 
Israeli authorities to a very difficult position. So even a 
stubborn person like Shamir also could not but consider 
playing a new trick in an attempt to cope with the crisis. 


INTERNATIONAL AFFAIRS 


Israel's established principle toward the Arab .crritories it 
occupied in the third Middle East war in 1967 is to suppress 
the Palestinian people and expand Jewish settlements so as 
to eventually include these areas in Israel's territory. How- 
ever, facts always go against its wishes. Over the past 7 
months, the Palestinian people's struggle to continuously 
and vigorously restore their national rights developed and 
spread. Even an authoritative military commentator in 
Israel lamented that the Israeli army, which is “the strongest 
and most imaginative” in the Middle East, now is undergo- 
ing its “dimmest times.” Being attacked and affected by the 
resistance storms of the Palestinian people, the more than 
100 Jewish settlements in the occupied areas “have lost 
their attractiveness,” and many Israeli people have left and 
moved back to Israel. It seems that the original plans of the 
Israeli authorities have fallen through one after another 
after encountering the firm resistance of the Palestinian 


people. 


Like the U.S. “Middle East scheme” of “exchanging land for 
peace” a few months ago, any “new proposal” which does 
not recognize the self-determination right of the Palestinian 
people and the representative right of the PLO will inevita- 
bly be rejected by the Palestinian people. Shamir tried to use 
false “autonomy” to cheat the Palestinian people and sap 
their morale to maintain Israel's illegal rule. This is in fact 
not a clever trick. 


U.S., Israel To Conduct Military Exercise 
OW'2307045588 Beijing XINHUA in English 
0019 GMT 23 Jul 88 


{Text} Amman, July 22 (XINHUA) Five U.S. naval 
ships have arrived in the north Israeli port of Haifa 
carrying 4,000 infantry troops from the U.S. to conduct 
a military manoeuvre of land force in collaboration with 
the Israeli armed forces. 


According to Radio Israel today, the ships included a 
tank ship, a cargo ship, infantry carrying ships and an 
attacking ship with 30 helicopters. 


A spokesman of the U.S. Sixth Fleet said that the stay of 
these ships in Haifa will last for more than three weeks. 


Since the U.S. and Israel have signed the strategic 
cooperation agreement in 1982, their armed forces have 
conducted a number of joint manoeuvres but mainly 
naval and air exercises. 


Afghan Rebel Agency Says Najibullah To Resign 
OW 2407084888 Beijing XINHUA in English 
0813 GMT 24 Jul 88 


[Text] Islamabad, July 24 (XINHUA)—Soviet-backed 
Kabul head Najibullah intends to resign his post as 
president of Afghanistan due to the prevailing chaotic 
situation in the country, Afghan resistance news agency, 
the AFGHAN NEWS AGENCY (ANA) said here today. 
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He decided to resign on July 20 but later he postponed 
his decision to early August. Soviet advisers were 
reported to have asked him to reconsider his decision. 


Najibullah was reluctantly agreed to wait for another 15 
days and in case the situation does not improve by then 
he will resign, ANA said. 


Gulabzoi, interior minister of Afghanistan, who was 
opposed to put civil-armed forces of Afghanistan under 
the Afghan regular army has been arrested and dis- 
patched by Najibullah to the Soviet Union, the same 
sources said. 


Gulabzoi’s father came and requested Najibullah to get 
his son back to Afghanistan, but Najibullah consoled 
him by saying that very soon they will all be in the Soviet 
Union, the sources added. 


Brig. Gul Rahim, who was in charge of the security 
forces of the presidential palace has deserted after big 
explosions in the palace recently along with 370 security 
guards personnel and is now fighting jihad (holy war) 
against the Kabul regime, ANA said. 


USSR Ends Afghan Pullout, Sends New Troops 
OW2307151688 Beijing XINHUA in English 
1443 GMT 23 Jul 88 


[USSR Stops Troop Withdrawal From Afghanistan” — 
XINHUA headline] 


[Text] Beijing, Juiy 23 (XINHUA)—Pakistan President 
Ziaul Haq said today that the Soviet Union had stopped 
pulling its troops from Afghanistan and has brought in 
10,000 reinforcements. 


According to reports from Islamabad, General Zia told 
reporters at his presidential palace in Rawalpindi that 
the troops had been sent to defend Kabul. 


He said he had no independent confirmation, but told 
reporters that the information had come from the 
United Nations, adding that Pakistan did not know 
whether the news was true. 


Beijing Reception Marks Egyptian Holiday 
OW 2307142388 Beijing XINHUA in English 
1159 GMT 23 Jul 88 


(Text] Beijing, July 23 (XINHUA)}—Ahmed A. Selim, 
Egyptian ambassador to China, hosted a reception here 
tonight to celebrate the national day of Egypt. 


Among those present on the occasion was Ai Zhisheng, 
Chinese minister of radio, film and .levision. 
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Jordan's Al-Rifa’i Visits PRC-Aided Project 
OW 2307045088 Beijing XINHUA in English 
0027 GMT 23 Jul 88 


{Text} Amman, July 22 (XINHUA)}—Jordanian Prime 
Minister Zayd al-Rifa‘i today visited the construction 
site of a China-aided project, the Hassan Sports City. 


The Jordanian prime minister expressed satisfaction 
with its progress and praised the project as a symbol of 
friendship and cooperation between China and Jordan. 


The sports city under construction is situated in Arbid, 
80 kilometers north of Amman and covers an area of 
100,000 square metres, including an out-door stadium 
which can accommodate 15,000 spectatators, an indoor 
stadium for 2,000 spectatators and a swimming pool. 


Construction of the project started in November 1987 
and is scheduled to be completed in May 1990. 


India To Acquire Soviet Nuclear Reactors 
OW 2407120888 Beijing XINHUA in English 
1454 GMT 23 Jul 88 


[Text] New Delhi, July 23 (XINHUA)}—India is 
expected to sign an agreement with the Soviet Union for 
the acquisition of two units of 1,000 mwe [megawatts 
electric] pressurized light water power reactors by the 
end of this year, chairman of the Atomic Energy Com- 
mission M.R. Srinivasan said today. 


A draft inter-governmental agreement on the technical, 
economic, cost and other aspects of the Soviet offer was 
under consideration of the Indian Government, he said. 


Srinivasan said the sites for the proposed ten more 
nuclear power reactors to be manufactured indigenously 
have yet to be finalized. 


The Indian cabinet has approved 9.87 billion rupees 
(759 million U.S. dollars) for six units of 500 mwe and 
3.83 billion rupees (295 million U.S. dollars) for four 
units of 235 mwe, he said. 


Tension Prevails in India’s Kashmir 
OW2307050388 Beijing XINHUA in English 
1539 GMT 22 Jul 88 


[Text] New Delhi, July 22 (XINHUA) Tension pre- 
vailed in the border town of Poonch in the Indian- 
controlled area of Kashmir today as slogan shouting 
people hurled stones at the police, causing injuries to six 
policemen, the Press Trust of India reported. 


Police lobbed about a dozen teargas shells and fired in 
the air when it failed to bring the situation under control. 
The authorities later decided to call the army to assist the 
civil administration, the report said. 
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Indefinite curfew was clamped on the towa of Poonch 
today. 


According to the report, the town witnessed [words 
indistinct] groups yesterday when people of one commu- 
nity tried to plant a sapling at the parade ground area. 
This was objected to by some others resulting in clashes 
between the two groups. 


The situation was described by the police as tense but 
under control. 


U.S. Navy Secretary Visits Gulf Fleet 
OW 2307230688 Beijing XINHUA in English 
1825 GMT 23 Jul 88 


[Text] Cairo, July 23 (XINHUA) U.S. Secretary of 
Navy William Ball ended his visit to the American fleet 
in the Gulf today, according to a report from Manama, 
Bahrain, where U.S. naval force in the Gulf is based. 


Ball was briefed on the U.S. naval operations in the Gulf 
by Rear Admiral Anthony Lesser, commander of the 
U.S. Joint Task Force in the Mideast, U.S. military 
sources in Manama said. 


The trip was not announced by the Pentagon in advance 
but had been planned before Iran announced last week 
acceptance of U.N. Security Council Resolution 598 for 
ending Iran-Iraq war, the sources said. 


Meanwhile, two U.S. warships, destroyer “O’Brien” and 
missile frigate “John H. Sides” left Bahrain for home today 
after completing their three-month duty in the Gulf. 


U.S. Missile cruiser “Vincennes” which shot down Ira- 
nian passenger plane killing all 290 people on board on 
July 3 also sailed out of the Gulf three days ago but is still 
on duty in the Arabian Sea. 


The U.S. military sources said that neither Ball’s visit to 
the Gulf nor the American warships heading for home 
have any connection with possible U.S. reduction of 
naval forces in the Gulf. 


The U.S. is expected to reduce its naval force in the Gulf 
region if ceasefire in the Gulf war is implemented but it 
is now too soon to speculate on a timetable for the 
reduction, the U.S. sources said. 


The U.S. now maintains 27 warships in the region, 
including 16 in the Gulf and the rest in the Arabian Sea, 
according to the U.S. source. 


INTERNATIONAL AFFAIRS 
Sub-Saharan Africa 


Rui Xingwen Meets Visitors From Djibouti 
OW 2307134988 Beijing XINHUA in English 
1100 GMT 23 Jul 88 


[Text] Beijing, July 23 (XINHUA)}—Rui Xingwen, member 
of the Secretariat of the Chinese Communist Party Central 
Committee, met and feted a delegation from the Popular 
Rally for Progress of Djibouti here today . 


The delegation, led by Ali Mohamede Houmed, admin- 
istrative secretary of the rally, is the first one sent by the 
Dyjiboutian ruling party to China since it established ties 
with the Chinese Communist Party last January. 


Both Rui and Houmed expressed pleasure with the 
establishment of ties between the two parties. 


Burundi Grateful for Developmental Support 
OW2507014388 Beijing XINHUA in English 
0101 GMT 25 Jul 88 


[Text] Bujumbura, July 24 (XINHUA)}—Burundi appre- 
ciated China’s development support, a government offi- 
cial said here today. 


S.E.M. Victor Ciza, minister of energy and mines, made 
the remarks in a speech to welcome a delegation of the 
Chinese People’s Political Consultative Conferencs 
(CPPCC) headed by Qian Zhengying, vice president of 
the CPPCC. 


Ciza said Burundi also highly valued the friendly ties and 
cooperation with China. The two countries established 
diplomatic relations in December 1963, one year after 
Burundi gained independence. 


The Chinese delegation arrived here today at the invita- 
tion of the Burundi Government after a five-day visit to 
Rwanda. 


Togolese Ambassador Visits Shandong 23 July 
§K2407094788 Jinan Shandong Provincial Service 
in Mandarin 2200 GMT 23 Jul 88 


[Text] On the afternoon of 23 July, Vice Governor Ma 
Shizhong received at the Qilu Guesthouse Mr. (Yaou 
Arbor), ambassador of the Republic of Togo to the PRC, 
who arrived in the city of Jinan on 22 July. 


During the reception, the vice governor delivered a 
speech in which he welcomed the first visit of the Togo 
ambassador in the province and advised the Togolese 
ambassador on the province’s economic and political 
situation and the status of conducting reform and open- 
ing to the outside world. 
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Ambassador (Yaou Arbor) also delivered a speech in 
which he stated: Since establishing friendly ties between 
the Republic of Togo and the PRC, our friendly relation- 
ship has continuously developed. This visit has made a 
good impression on me. 


On 24 July, the Togolese ambassador will depart Jinan 
for the cities of Taian, Qufu, and Qingdao for an 
observation tour. 


Fujian Acrobatic Troupe Visits Nigeria 
OW 2307003688 Beijing XINHUA in English 
2338 GMT 22 Jul 88 


[Text] Lagos, July 22 (XINHUA)}—Nigerians will once 
again have a chance to feast their eyes on Chinese 
acrobatic performance as an acrobatic troupe from Chi- 
na’s Fujian Province has arrived in the country for a 
nine-day visit. 


The 15-member acrobatic troupe led by Zou Weizhi 
arrived yesterday and is to stage its premiere in Owerry, 
capital of the Imo State in southern Nigeria, tonight. 


During its visit in the country, the troupe is expected to give 
five performances—two in Imo, one in Port Harcourt of the 
Rivers State and two in the capital city of Lagos. 


People here will have a chance to watch Chinese acro- 
batic performance next Monday and Tuesday. 


The performance program consists of 17 items, including 
such celebrated ones as “lion dance”, “rope tricks”, “cup 
spinning” and “clowns balancing on a swaying plank”. 


The troupe’s visit to Nigeria was arranged as part of the 
cultural exchanges between China and Nigeria. 


Nigeria is the fourth leg of the troupe's five-African- 
nation tour. The troupe has visited Mali, Ghana, and 
Togo and will also visit Sao Tome and Principe. 


Nigerian leading newspapers had carried news forecast- 
ing the troupe’s visit to Nigeria before its arrival. The 
national television network also devoted its time to a 
brief introduction of the Chinese acrobatics. 


In July 1986, an acrobatic troupe from China’s Hunan 
Province visited the country and won high praises from 
Nigerian artists as well as ordinary spectators for their 
thrilling performances. 


INTERNATIONAL AFFAIRS 
West Europe 


Xi Zhongxun Meets Swiss Party Delegation 
OW 2207150588 Beying XINHUA in English 
0714 GMT 22 Jul 88 


[Text] Beijing, July 22 (XINHUA)}—Xi1 Zhongxun, vice- 
chairman of the National People’s Congress Standing 
Committee, met a delegation from the Christian-Demo- 
cratic Party of Switzerland led by its president Eva 
Segmueller here today. 


Segmueller and her party are here to acquaint themselves 
with China's foreign and medical policies, its economic 
development and personnel training as well as Chinese 
women’s social positions. 


They arrived here July 19 at the invitation of the Chinese 
People’s Institute of Foreign Affairs. 


West German Nutrition Assistance to Shandong 
$K2307115688 Jinan Shandong Provincial Service 
in Mandarin 2200 GMT 22 Jul 88 


[Text] The Ministry of Foreign Economic Relations and 
Trade and the Federal Republic of Germany recently 
sponsored a ceremony in Beijing to exchange their notes 
On nutrition assistance to the counties of Yinan, Yishui, 
and Yiyuan in Shandong Province. 


Effective July this year, the Federal Republic of Ger- 
many will release 6 million Deutche marks to the three 
counties in the upcoming 3 years and supply them with 
30,000 tons of wheat. 


Since April 1987 officials and specialists from the Federal 
Republic of Germany have four times gone to the counties 
of Yinan, Yishui, and Yiyuan to make observation tours. 
They discovered that mountainous areas in these counties 
suffered great difficulty concerning drinking water for both 
human and animals and were poor and backward in liveli- 
hood, and they expressed that their country is willing to 
support them and give a helping hand to them. They also 
said that their country regarded the support as an exemplary 
aid program in the PRC. 


Shenzhen Sponsors Commodity Fair in England 
HK2507120988 Beijing CEI Database in English 
25 Jul 88 


[Text) Preston (CEI)}—China sponsored its first com- 
modity fair, highlighting its special economic zone 
Shenzhen, in Britain on July 2! 


The Shenzhen Export Commodity Fair has more than 
1,300 kinds of industrial products on display and pro- 
vides over 60 joint venture projects for negotiation. 
These projects may involve 100 million pounds sterling, 
said a British businessman. 
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National Music Troupe Performs in Finland 
OW2507095988 Beijing XINHUA in English 
0758 GMT 25 Jul 88 


[Text] Savonlinna, Finland, July 24 (XINHUA)}—A 
touch of oriental color was added to the Savonlinna 
opera festival here today with a performance by a 
Chinese national music troupe gave a concert [sentence 
as received]. 


The Chinese musicians presented “Moon Mirrored in 
the Second Spring,” “Raindrops Tattering on Banana 
Leafs” and other Chinese classical melodies. Their per- 
formance was on traditional Chinese instruments, 
including pipa, a zither-like instrument; sheng, a gourd- 
shaped cluster of graduated bamboo pipes; xiao, a bam- 
boo wind instrument, and cheng, a 2000-year-old 
stringed instrument. 


The troupe is accompanying the central opera and ballet 
theater at the Savonlinna festival. The central theater 
will present “Madame Butterfly” and “Carmen” during 
the festival. 


Last Friday, the National Music Troupe, made up of | 1 
young musicians from the Central Conservatory of 
Music, gave a performance at a street garden, presenting 
Chinese national music and musical instruments to some 
several hundred curious spectators. 


Transfer of U.S. F-16’s to Italy Protested 
OW2407193388 Beijing XINHUA in English 
1331 GMT 23 Jul 88 


[Text] Rome, July 23 (XINHUA) —Thousands of young 
environmentalists and pacifists from all over Europe 
demonstrated in Isola Capo Rizzuto, southwestern Italy, 
Saturday to protest against plans to transfer U.S. F-16 
fighter-bombers to a new U.S. air base here from Spain. 


Hundreds of police blocked the entrance to the Santa 
Anna Di Isola Capo Rizzuto Airport near the new base 
and most demonstrators sat down in front of the gates. 


About a dozen people were arrested on charges of 
fighting, said a police spokesman. No injuries were 
reported. 
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The organizers said demonstrators were from Belgium, 
Spain and the Netherlands, as well as Italy. 


The Italian Government agreed in June to accept the 
F-16's, which are now based at Torrejon Air Base near 
Madrid. Spain has said they should be withdrawn within 
three years. 


Latin America & Caribbean 


US. ‘Military Actions’ in Panama 
OW 2307230288 Beijing XINHUA in English 
1755 GMT 23 Jul 88 


[Text] Mexico City, July 23 (XINHUA)—The Panama- 
nian Government National Information System (SNI) 
said Friday that every time Panamanian authorities 
denounce violations by the U.S. Army in the country, 
U.S. military commanders “make up raids by armed 
intruders in zones under their jurisdiction,” the local 
press reports said today. 


According to SNI, PANAPRESS NEWS AGENCY reported 
this week that the United States is getting ready to launch 
“military actions of unpredictable scope,” and as they 
“cannot deny them.... they report another phantasmagoric 
raid by armed intruders in fuel deposit areas.” 


“General curiosity has been aroused by the fact that the 
world’s best trained and equipped army has not been 
able to capture any of the intruders who attacked its 
troops to present them as the irrefutable proof of its 
allegations, and that it has been unable to show any 
cartridge cases or any remains or evidence apart from its 
own soldiers’ footprints in a zone which they patrol 
intensively,” SNI said. 


“The truth of the matter is that they are the intruders in 
the Republic of Panama. The South Command violated 
the Canal treaties which were signed and agreed by the 
United States, by setting up here a strategic unit that 
does not aim to protect and defend the Canal, but to 
threaten and control other countries in the continent and 
illegally intervene in their internal affairs,” SNI said. 


U.S. military authorities in Panama reported Thursday 
that U.S. Marines had on several occasions exchanged 
shots with a group of armed “intruders” who managed to 
escape and run back into the nearby jungle. 
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LIAOWANG on Reevaluating C Socialism 
HK2307043188 Hong Kong LIAQWANG OVERSEAS 
EDITION in Chinese No 29, 18 Jul 88, pp 3-5 


(Report collated by LIAOWANG reporters: “Reunder- 
stand Capitalism and Socialism”) 


[Text] [LIAOWANG editor’s note] Reunderstanding 
Capitalism and socialism in the contemporary world 1s 
not only a political issue. It is also a practical issue 
concerning our strategy for reinvigorating China. Zheng 
Bijian and Gong Yuzhi, the conveners of the liaison 
group for studying the theory on the initial stage of 
socialism, recently held a discussion meeting in Shenz- 
hen to “strengthen the investigation and study of the 
current world development and deepen the theory on the 
initial stage of socialism.” Some theorists and leaders 
working in the forefront of opening to the outside world 
attended the meeting. They expressed their opinions 
without any inhibitions and put forward many new 
viewpoints and new questions which gave people great 
inspiration. Here, this magazine quoted the excerpts of 
five people’s speeches at the meeting to satisfy the needs 
of the readers. [end ee *~r's note] 

Renew the Understa, pitalism [subhead] 

Xu Jiatun (Hong Kc .1UA branch director): I 
think that we not only .ld reunderstand socialism, 
but also should reunderstand capitalism. Because social- 
ism is a social development stage higher than capitalism, 
socialism should take the civilization achievements 
developed in capitalist society as the foundation for its 
own development. In the contemporary world, these two 
social systems coexist and compete with each other. 
They are also interrelated. Therefore, we should proceed 
from reality to achieve a new and correct understanding 
of modern capitalism under the guidance of Marxism, 
and only thus can we consciously build socialism with 
Chinese characteristics. 


To renew the understanding of capitalism, we should get 
rid of some ossified concepts for viewing modern capi- 
talism. We should notice that in the development of 
human history, capitalism has aeveloped the productive 
forces to a new peak. At every stage of the development 
of capitalist society, although capitalism caused disasters 
to the working class, it also achieved development in 
thinking, culture, and politics and has advanced human 
civilization. 


Modern capitalism is greatly different from capitalism in 
the period when Marx and Engels lived, and is also greatly 
different from capitalism in Lenin’s period. Many new 
phenomena have appeared, and many changes occurred in 
Capiialist society. For example, the governments in some 
Capitalist countries have strengthened their interference in 
the national economies. This is greatly different from the 
anarchical condition in capitalist production that we used to 
talk about. In the field of production, sorne capitalist 
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countries have formulated and are implementing the anti- 
monopoly law. In many capitalist countries and regions, 
small and medium-sized enterprises still account for a 
considerable proportion and play a major role in the 
national economies. This is also different from our previous 
conception that the capitalist economy is a monopoly econ- 
omy. In the field of distribution, some developed capitalist 
countnes have been forced to adopt a series of social welfare 
policies and other policies for regulating people’s incomes. 
This enables the living standards of low-income people to 
nse somewhat along with economic development, and also 
guarantees part of the interests and rights of the laborers and 
guarantees economic development. This fact is difi: rent 
from our previous idea that laborers have no guarantee for 
their livelihood, labor-capital relations are sharply antago- 
nist, and the working class suffers from absolute pauperiza- 
tion under the capitalist system. In short the economic 
structure and class relations in capitalist society have been 
adjusted to a large degree. So far, capitalism still has strong 
vitality and is still developing. 


There are essential differences between socialism and 
capitalism. Socialism is based on public ownership and 
all people being wealthy together. This is the fundamen- 
tal principle that we must maintain. On the other hand, 
there are also many connections and common points 
between socialism and capitalism. Our country is now 
still situated in the initial stage of socialism, and the 
historical task in the development of the socialist pro- 
ductive forces is to realize industrialization and to mod- 
ermnize and socialize commodity production. We still 
have little experience in developing the commodity 
economy, in building a new order in the commodity 
economy, and in building a corresponding political 
structure. In this regard, capitalist countries have long 
practice and rich and mature experience. Therefore, it is 
necessary for us to systematically and deeply understand 
and study modern capitalism and its achievements and 
useful experience. This includes the operation rules of 
the commodity economy, the legal guarantee system, the 
state’s overall economic control and regulation, and the 
handling of various social problems. We should selec- 
tively absorb and use these experiences as reference in 
connection with our concrete conditions through com- 
parison and analysis so that we can reduce our errors and 
raise Our consciousness in building socialism with Chi- 
nese characteristics. 


Renew the Understanding of the Contemporary World 
[subhead] 


Zheng Bijian (convener of the liaison group for studying 
the theory on the initial stage of socialism): Shortly after 
the 13th party congress, Zhao Ziyang explicitly put 
forward the task of deepening the study of the theory on 
the initial stage of socialism. This theory expounded by 
the 13th party congress was the result of the mental 
emancipation after the 3d Plenary Session of the 11th 
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CPC Central Committee, and more importantly, it repre- 
sents a new starting point for the mental emancipation and 
for further deepening the re-understanding of socialism. 


How should we deepen and expand the study of the 
theory on the initial stage of socialism so as to renew our 
understanding of socialism? We think that we should not 
merely proceed from some abstract concepts and defini- 
tions, but should mainly proceed from the realities and 
facts. That is to say, we should do our best to carry out 
thorough and systematical investigations and studies, 
and this should be placed in the primary position. Such 
investigations and studies should be focused on two 
points. First, we should find out about the national 
conditions in our country, and this is the main point. 
Second, we should acquire a new understanding of the 
contemporary world through comparison, and review 
the historical experience of the contemporary socialist 
movement. We should also restudy the practice of mod- 
ern capitalism and the development of the third world. 
That is, we should study the international environment 
and the current times. 


Since the late 1970's, and especially since the beginning 
of the 1980's, countries under different social systems 
and with different development degrees, as well as polit- 
ical factions and economic groups with different inter- 
ests, coincidently raised the issue of selecting the devel- 
opment strategies for respective countries and carrying 
out reform and readjustment in a wide scope. This was a 
prominent international phenomenon. The state of 
affairs in various countries is different, but they all tried 
to win a favorable strategic position and more initiative 
in the world through efforts in the 1990’s and in the early 
years of next century, and all tried to reform and readjust 
their respect economic structures and political systems 
so as to add more vigor to their national development. 
They all took the rapid development of science and 
technology as a major avenue. 


Here, a noticeable fact is that the socialization of com- 
modity production in the contemporary world, espe- 
cially in the developed countries is advancing through 
more and more intensive and extensive reform and 
readjustment. Careful and thorough study of this process 
is of special significance for promoting the theory about 
the initial stage of socialism. This is because our basic 
historical task in the aspect of the productive forces in 
the initial stage of socialism is to realize industrialization 
and to socialize and modernize commodity production, 
and this is the central issue in our overall reforms. I agree 
with this opinion that reform should be the key link for 
our work in all aspects, and the development of the 
commodity economy should be the key link for the 
reforms in all aspects. An important way to develop the 
socialist commodity economy, to build a new order 
suited to this economy, and to establish a whole set of 
laws, regulations, administrative rules, moral standards, 
and values that are in line with this economy is to 
seriously study 27d absorb all useful experience from 
Capitalism in these aspects. 
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Creating a New Socialist Model [subhead] 


Wang Zhuo (adviser to the Guangdong Economics Soci- 
ety): More than 100 years ago, Marx and Engels fulfilled 
the first historical mission, that is, to turn socialism from 
utopian to scientific. Of course, the ideas of the great 
personages were also subject to certain historical limita- 
tions. The base for a theoretical system is scientific, but 
this does not rule out the possibility that the theory still 
includes some utopian factors. The elimination of the 
commodity economy and the exclusion of the market 
mechanisms are the utopian factors. In the period 
between the first and the second world wars, Lenin, 
Stalin, Mao Zedong and other proletarian revolutionary 
leaders led the people to fulfill the second historical 
mission, that is, to turn the theory of scientific socialism 
into reality and open a new era in human history. 


What is the historical mission of the contemporary 
Marxists in China who are to develop the theory about 
the initial stage of socialism? In my view, that is to give 
full play to the essential advantages of the socialist 
system in history. What should we do to achieve this 
purpose? After making two major theoretical break- 
throughs (that is, establishing the viewpoint that the 
commodity economy is an inevitable stage in social 
development that cannot be transcended and the theory 
about the initial stage of socialism), we still need to make 
the third breakthrough by creating a brand-new socialist 
model in order to thoroughly improve the socialist 
system. The framework of the current socialist system 
was created by Stalin. Socialist countries that were 
founded after World War II all copied this Stalin-style 
socialism to a different degree. In thi. sense, it is not 
enough to merely improve the current socialist model. 


To create a new socialist model, we must abandon the 
Stalin model. The Stalin model is characterized by a 
product economy, and the economic structure, political 
system, ownership form, and social and cultural con- 
cepts suited to the product economy. To create a new 
socialist model, we will have to renew our understanding 
of modern capitalism and use the civilization achieve- 
ments made by capitalism to serve socialism. So | 
propose that all civilization achievements made by cap- 
italism which are still useful in socialist society and 
favorable to the development of the productive forces 
and the improvement of the relations of production and 
the management systems, as well as all political and 
cultural achievements made by capitalism, should be 
taken as reference. 


Deeply Study Many New Phenomena in Capitalism 
[subhead] 


Lin Jianqing (member of the NPC Standing Committee 
and deputy director of the NPC Legal Committee): The 
decision on restructuring the economic system adopted 
by the 3d Plenary Session of the 12th CPC Central 
Committee pointed out that the commodity economy 1s 
an inevitable stage in social development that cannot be 
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transcended. This is an important conclusion we drew 
from our practice in more than 30 years after the 
founding of the People’s Republic, and is also a major 
theoretical breakthrough in our understanding of social- 
ism. Commodities existed long ago, but the commodity 
economy was fully developed in capitalist society. We 
are building socialism with Chinese characteristics, and 
we are practicing a socialist commodity economy, or a 
planned commodity economy. This idea is of great 
significance in the forming and development of the 
theory on the initial stage of socialism. 


Now, we stress the necessity to seriously investigate and 
study our national conditions and modern world devel- 
opment so as to develop the theory about the initial stage 
of socialism in depth and in scope. It is particularly 
necessary to study the development of the capitalist 
economy after World War II. In this period, the degree of 
socialization of commodity production in developed 
Capitalist countries and regions was greatly raised, and 
many new phenomena appeared, including some new 
practices of state interference in the national economies. 
An indispensable link in our study of modern world 
development is to thoroughly study these phenomena, 
seek the regularity in these phenomena, and find out 
things that are useful in our country. 


Realistically Approaching Capitalism [subhead] 


Ren Zhongyi (member of the CPC Central Advisory 
Committee): Many people in our country still lack a 
realistic and correct understanding of capitalist society. 
In the past, capitalism was regarded as the root of all evil 
and something devoid of any merit; and imperialism was 
dogmatically regarded as something decadent and mor- 
ibund that would soon collapse. But this was not true. 
Therefore, we need to have a correct understanding of 
modern world development, and should renew our 
understanding of capitalism. In particular, we should 
make overall and serious study of modern capitalism so 
as to understand it better. 


We also need to acquire a new understanding of these 
questions of what is socialism and how to build social- 
ism. Since the 3d Plenary Session of the 11th CPC 
Central Committee, especially through reforms and 
opening up in recent years, we have acquired much 
clearer idea on these questions. However, we still need to 
make further studies and explorations. In the past, 
building socialism seemed to us too simple and easy. We 
had many confused and erroneous ideas about what is 
socialism and how to build socialism in such a backward 
country as China. What we pursued in the past was in 
fact utopian socialism. Through scientific studies for a 
long time, Marx and Engels turned socialism from uto- 
pianism into science. However, we traversed a detour of 
“turning socialism from science into utopianism.” 


Another important issue that we should notice is the fact 
that we previously neglected the criticism of feudalist 
ideology even though we made great efforts to criticize 
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bourgeois ideology, and we even regard some feudalist 
ideas as proletarian ideology and used them to criticize 
capitalism and revisionism. This caused confusion in 
people’s minds and caused great losses to our work. 


Henceforth, we must pay full attention to criticizing the 
feudalist ideas and take this as a long-term task. We must 
never underestimate the “vestige” of the feudalist ideas, 
because this “vestige” is not a small thing! We must take 
it seriously. 


Commission Forum Urges Reform, Unity 
OW230704 1588 Beijing XINHUA Domestic 
Service in Chinese 1552 GMT 20 Jul 88 


{By Huang Zhigiao, reporter of the Central People’s 
Broadcasting Station; and Liu Yuxun, XINHUA 
reporter] 


[Text] Harbin, 20 Jul (XINHUA)}—Addressing the forum 
attended by secretaries of regional and municipal discipline 
inspection commissions of eigii: provinces in northern and 
northeast China—a meeting that concluded on 19 July— 
leading members of the Central Discipline Inspection Com- 
mission stressed that, while strengthening reform and estab- 
lishing a new order of socialist commodity economy, all 
discipline inspection organs and inspectors must seek unity 
of thinking, take concerted steps, and take the initiative to 
do a good job in discipline inspection to ensure the imple- 
mentation of all major decisions made by the party Central 
Committee. 


Sponsored by the Central Discipline Inspection Commis- 
sion in Mudanjiang, the meeting examined how cases of 
indiscipline were investigated and handled in these regions 
and cities. Chen Zuolin and Liu Liying, respectively deputy 
secretary and Standing Committee member of the Disci- 
pline Inspection Commission of the CPC Central Commit- 
tee, attended and addressed the meeting. 


They pointed out: Presently we should earnestly handle 
those cases concerning abuses of authority, serious 
bureaucraticism, corruption, bribe taking, manipulation 
of power, dereliction of duty, extortion, blackmail, extra- 
vangance and waste, as well as acts of undermining 
reform by taking advantage of its loopholes. All party 
and government organs and party member-cadres must 
combat all sorts of corruption and perform their duties 
honestly. Discipline inspectors must set an example in 
being honest and obeying the law, and play their proper 
role in ensuring honest government. This is a great 
challenge in carrying out reform and opening to the 
outside world. The more crucial reform has become, the 
more it is necessary to stress the solemnity of discipline. 
Investigation of indiscipline among party members is the 
central link in enforcing party discipline. Through han- 
dling inner party discipline, discipline inspection organs 
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must punish undisciplined party members and eliminate 
the degenerates to purify party organs, improve the 
party’s fighting power, and ensure the progress of reform 
and opening up. 


Sun Weiben, secretary of the Heilongjiang provincial 
party committee, attended the meeting and reported on 
how the provincial party committee intensified reform, 
opening up, party building, and discipline inspection. 


LIAOWANG on State Council R 
HK2507020088 Beijing LIAQWANG in Chinese 
No 27, 4 Jul 88 pp 10-12 


[Article by He Ping (0149 1627): “Talking About Struc- 
tural Reform of the State Council—an Interview With 
Wu Peilun (0702 0160 4858), Deputy Director of the 
State Council Structural Reform Office’ 


[Text] How are things going with the current structural 
reform of the State Council? With this question in mind, 
this reporter interviewed Wu Peilun, deputy director of 
the State Council Structural Reform Office, not long ago. 


History and Lessons [subhead] 


Wu Peilun stated that China’s origina! state organs were 
established based on the needs of the ..\ighly centralized 
planned economic pattern of products, with the follow- 
ing characteristics: 


1) Inseparableness of the government from the enter- 
prise. Direct control was implemented, with excessive 
microcontrol but incomplete macroscopic regulating 
mechanism. There were far too many economic admin- 
istrative departments in the government, accounting for 
more than two-thirds of all government departments. In 
the category of economic administrative departments, 
the majority were specialized economic departments. 
Those departments were established with respect to 
different categories of products, in direct control of 
enterprises’ production operation. 


2) Inseparableness of the party from the government. 
Party organs took up many tasks that should have 
belonged to the government organs. 


3) Excessive centralization of the central authorities 
bound the initiatives and enthusiasm of localities and 
grass-roots units; with the separation of localities from 
departments and each doing things in his own way taking 
shape, disunity seemed to be the way of things from the 
view of the above. 


4) Structural irrationality of overstaffed state organs in 
too many layers. There were far too many specialized 
economic administrations, while comprehensive depart- 
ments had repeated specialized sections. Overlapping 
and repeated establishment often resulted in undefined 
functions and responsibilities in addition to arguing 
back and forth between comprehensive and specialized 
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departments, and between specialized departments 
themselves. Besides, many service Organs were set up, 
with logistics personnel accounting for one-fourth of the 
entire establishment. 


5) Poor qualities of government workers, with the per- 
sonnel structure falling short of the requirements of 
indirect economic and legal control. There were far too 
many leading cadres, and too few cadres for day-to-day 
work. Many of them were old, with very few in the prime 
of life. Too many cadres were engaged in logistics, 
administration, party and political work, with too few of 
them engaged in professional work. Most of the profes- 
sional cadres were confined to their own field of knowl- 
edge, or of the pure-technological type, with very few 
having a sweep of knowledge, being familiar with man- 
agement and the law. On the one hand, there were too 
many people for the jobs, resulting in an overstaffed 
establishment; on the other, lots of things were left 
untended because of the lack of competent cadres. 


Wu Peilun pointed out that, such a structural pattern of 
administration was founded and developed step by step 
in the early 1950s, after the Soviet pattern characterized 
by highly centralized economic control. In 1956, there 
were 48 ministries and committees under the State 
Council, in addition to 24 organs, 8 offices, and a general 
office. There were 81 units all told; that was the first peak 
in the number of government organs since the founding 
of the PRC. Three large-scale structural reforms took 
place between 1957 and 1959, after 1965, and in 1982. 
Those reforms played certain positive role under the 
historical conditions of that time, but the results were 
not ideal. There was always a repetition of “‘slimming— 
expanding—slimming again—and expanding again. The 
root causes were as follows: 


1) The old structure was not involved in those reforms, 
without any change in the highly centralized economic 
administrative pattern, while the inseparableness of the 
party from the government, and of the government from 
the enterprise being intact. Organizational! reform failed 
to be linked to economic and political structural reforms. 


2) “Slimming of personnel, axing and merger of organs” 
were enforced without starting from changing functions, 
whereas decentralization involved only the changes of 
enterprises in their jurisdiction relationships. 


3) Respective reform of the cadre system was not con- 
ducted. 


4) The organizational establishment and readjus*ment 
lacked scientific qualities, but were conducted with great 
subjective arbitrariness. 


Goal and Principle [subhead] 
Wu Peilun said that, what is different from the past is 


that the current reform has favorable conditions. Specif- 
ically speaking, the theory of the planned commodity 
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economy has provided scientific grounds for the current 
State structural reform. The expansion of the decision- 
making power of enterprises, and the development of the 
socialist market system have provided the government 
with conditions for changing from direct control to 
indirect control, while the relationship between ine cen- 
tral authorities and the localities have also changed. At 
the same time, development in the economic structural 
reform has made conspicuous the contradictions 
between the existing organs and the needs of the new 
situation. Therefore, to start state structural reform now 


iS as timely as necessary. 


Wu Peiiun pointed out that, the goal for the current 
structural reform is: to iron out relationships in setting 
up an administrative system conforming to moderniza- 
tion requirements. Such a new administrative system has 
complete functions with Chinese characteristics as well 
as a rational structure, works in harmonious operation. 
and is as flexible as highly efficient. Four relationships 
are to be ironed out, they are: 


—The relationship between party work organs and gov- 
ernment organs. The former should not take the latter's 
place. 


—The relationship between the government and enter- 
prises and institutions. It 1s imperative to implement the 
separation of the government from enterprises and inst:- 
tutions, and the separation of enterprise’s ownership 
from managerial rights. The government should be 
streamlined and decentralized; its direct control over 
enterprises should be changed to ir **rect control, while 
administrative means should be changeu _  *he applica- 
tion to economic and legal means for the most part. 


—The relationship between the central authorities and 
localities. Under the premise of guaranteeing the unify- 
ing of central orders, the administrative power of the 
central and local governments should be explicitly 
defined. The central government should appropriatel, 
relegate power to the local governments to give play io 
the initiatives of both the central and local governments, 
while unifying administrative and financial powers. The 
central government will be chiefly in charge of national 
defense, foreign affairs, currency, post and telecommu- 
nications service, transportation, communications, 
nationality, calendar, measurement, the division and 
readjustment of administrative areas, as weil as the 
strategy, principles, and policies for economic develop- 
ment, macrocontrol, and supervising and leading local 
governments. Local governments will be chiefly in 
charge of, within their realms of jurisdiction, culture, 
education, public health, sports, environmental protec- 
tion, city building, installation of public utilities. 
finance, and taxation. In the establishment of central 
and local organs, there is no need to set up linear 
counterparts, while unanimity for local government 
organs should not be required of. 
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—And the relationships between all departments at 
central level. The administrative structure of the State 
Council mainly consists of three major systems: the 
decisionmaking system, the executive system: and the 
supervision, feedback, and regulation system. It is nec- 
essary io make explicit the functions and division of 
labor between various departments through decompos- 
ing ‘unctions. Departments of repetition or similarity in 
profession should be removed, with their work taken up 
by a single department. Generally, comprehensive 
departments should refrain from setting up specialized 
Organs under them. In ministries, none other than 
departments and offices will be set up to reduce admin- 
istrative layers. 


Wu Peilun stated that, the specific essence of the current 
structura! reform is: functional changes are to be imple- 
mented through decomposing functions to achieve rea- 
sonable functional establishment; functions are to be 
broken down to every post to determine the on-the-job 
tasks and requirements for every post, and to make 
explicit what. how, and who performs them; to make 
complete and perfect the operational order of adminis- 
tration, while setting up administrative laws and regula- 
tions as well as budgetary restrictive mechanism to 
legalize the administrative legal system. The key is to 
change the functions. This is the basic difference 
between the current structural reform and those in the 
past. The functions of State Council organs will be 
changed in the following aspects: 


1) The change from microcontroil to macrocontrol. Pro- 
duction managerial power will be relegated to enter- 
prises, so that enterprises may change their status as 
appendixes to the government, take the path of assuming 
sole responsibility for profits or losses, and develop 
themselves by taking the initiatives in their own hands. 
The State Council will conduct macrocontrol over enter- 
prises so that the latter's economic activities may fall in 
line with the needs of macroeconomic development. 


2) The change from direct to indirect control, and the 
change from simply relying on intervention by adminis- 
trative means to comprehensive application to economic 
and legal means as well as necessary administrative ones 
in control. it is necessary to get rid of such trivial details 
as the distribution of funds and materials, while doing a 
good job in planning, coordination, rendering services, 
and supervision as well. 


3) The change from departmental control to comprehen- 
sive control over all trades. Professional economic 
administrative departments should based themselves on 
the overall situation, and render services to all trades, 
while refraining from fixing their eyes on enterprises of 
their own departments or systems. 


4) The change from “exercising control in the main” to 
rendering services and exercising supervision. It i; nec- 
essary to change the situation in which grass-roots units 
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and enterprises do everything at the beck and call of 
leading organs; the latter should render services to the 
former, while exercising control in the course of render- 
Ing services. 


5) The change from government organs running all!- 
inclusive logistics services to separating the latter from 
the category of government administrative functions. 
The contracted responsibility system with management 
will be implemented in those services, which will grad- 
ually be changed into socialized enterprises. 


Wu Peilun stressed that it is primarily necessary to do a 
good job in breaking down functions to realize the 
change of government functions. A demarcation line 
should be drawn between what needs to be maintained, 
what must be done away with, and what should be 
relegated to iower jevels or transferred. Comprehensive 
economic departmenis should transfer the functions of 
professional administration to specialized economic 
departments. while the |atter should transfer those func- 
tions that can be taken up by social organizations to such 
social economic bodies as trade associations or manage- 
rial and development corporations. In short, it 1s neces- 
sary to draw a demarcation line between departments in 
their responsibilities and functions through breaking 
down functions. Only by doing a good job in breaking 
down functions and their changes will it be possible to 
set up Organs on a rational basis, while making the 
structure as rational. The classification of posts is the 
deepening in breaking down functions. With the classi- 
fication of posts, the pursuing of the civil service system 
will be ready, while providing scientific grounds for 
determining personnel establishment. Only when this 
series of work is done will it be possible to make 
complete and perfect the administrative operational 
mechanism in achieving the purpose of streamlining 
administration, and its being effective and unified. 


Difficult Points and Their Solution [subhead] 


Wu Peilun said, structural reform is a complicated 
systematic engineering project, we should fully estimate 
its difficulties, which find expression in how to handle 
well the following issues: 


1) How to keep state structural reform in step with the 
gradualism in economic structural reform, while achiev- 
ing a “home run” in the former. Regarding the law 
governing state structural reform itself, a fast solution of 
a “home run” can be ideal, so that organs may be 
stabilized. However, the solution must fall in line with 
the progress of economic structural reform. At present, 
the market development is not yet complete and perfect, 
the price system is irrational, and the enterprise opera- 
tional mechanism is not complete and perfect enough. 
therefore, the functional changes of economic adminis- 
trative departments will come under some restrictions. 
Hence, the unlikeliness of a “hc~e run” for state struc- 
tural reform. 
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2) How to handle well the relationship between decen- 
tralization and strengthening macrocontrol. Decentrali- 
zation is the basic requirement on state structural 
reform. However, an efficient macrocontrol mechanism 
1s involved, to avoid a repetition of “confusion immedi- 
ately following relaxation, with an abrupt tightening of 
the grip frllowing confusion.” 


3) How to deal with the relationship between advanced 
State structural reform and backward administrative 
standards. State structural reform should be based on the 
requirements of administrative operational mechanism, 
and completed as early as possible. However, the 
improvement of personnel qualities the readjustment of 
its structure, the modernization of administration, and 
the progress in building the legal system involve a certain 
period of time; besides, it is impossible to improve the 
administrative standarc's rather quickly. Therefore, the 
relationship between advanced state structural reform 
and backward administrative standards 1s often inhar- 
monious. 


4) How to handle well the relationship between readjust- 
ing the personnel structure and stabilizing the cadre 
contingent. The progress of state structural reform 
requires corresponding readjustment of the personnel 
structure, and the improvement of personnel qualities. It 
is incapable of working smoothly, lacking appropriate 
personnel. However, this must be handled appropriately, 
so that the cadre contingent may be stabilized to avoid 
ups-and-downs in work and losses. 


Wu Peilun said that, the key to the solution to the 
abovementioned difficult poinis lies precisely in reform. 
Back in 1987, the central authorities decided to actively 
push forward the investment structural reform and 
materials and equipment structural reform to create 
conditions for state structural reform. It is necessary to 
get a good grasp of the separation of the government 
from enterprises, and changing direct control to indirect 
control, while relegating production managerial power to 
enterprises, developing the market system, and strength- 
ening indirect control. So long as the state structure is 
reformed, but not by simply changing the relationship of 
jurisdiction, the situation of “confusion immediately 
following relaxation” can be avoided. Should the old 
system remain intact, new administrative approaches 
will never take shape. Besides, it is also necessary to pay 
attention to adopting transitional measures. When it is 
necessary to firmly adhere to the direction of reform, it is 
also necessary to start from the actual conditions, and to 
implement specific measures in a down-to-earth way. 
How to grasp well and appropriately transitional mea- 
sures is a matter of vital importance. 


Wu Peilun told the reporter that, top-down state struc- 
tural reform will be conducted step by step. Structural 
reform at central level will begin first this year, and the 
structural reforms at provincial, regional and municipal 
levels will follow in 1989. Reform of various ministries 
will also be conducted step by step. In the current 
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reform, several items will have to wait, for exarnie, the 
Organization and establishment of the commission for 
natural resources, the ministry of materials, and the 
ministry of transportation. We can hardly say that the 
direction is poor, but the conditions are just unripe. 


According to Wu Peilun, regarding the contents of 
reform, the reform of various departments under the 
State Council falls into two categories; the first category 
will start from readjusting the establishment of organs, 
and the second will start from functional changes. The 
newly founded nine departments are based on structural 
readjustment by primarily formulating plans for “three 
determinations,” namely the determination of functions, 
structures, and establishments. Whereas other depart- 
ments, in order to maintain the original establishment 
systems, will start with changing their functions. 


Progress and Assessment [subhead] 


Regarding the progress of structural reform at the central 
level, Wu Peilun said that, 12 of the ministries and 
commissions under the State Council have been 
removed, with 9 newly founded in the current state 
structural reform. There were originally 14 administra- 
tions under the charge of relevant ministries and com- 
missions, now 15 are left. The newly founded State 
Technological Supervision Administration is an organ 
under the direct jurisdiction of the State Council. The 
newly founded State Taxation Administration, and the 
State Properties Administration are under the charge of 
the Ministry of Finance; the newly founded State Gold 
Administration is under the Ministry of Metallurgical 
Industry; the newly increased Foreign Affairs Office is an 
organ directly under the State Council; the State Tradi- 
tional Chinese Medicine Administration is changed into 
the State Traditional Chinese Medicine and Herbs 
Administration; merged with :1 is the traditional Chinese 
medicine sector under the State Pharmaceutical Admin- 
istration. The nonpermanent organs under the State 
Council have also been weeded out. There used to be 77 
of them; now 39 have been removed and 38 maintained, 
with 5 newly founded. Presently chere is a total of 43. 


Wu Peilun said that the focus of the current state 
structural reform is the nine newly founded ministries 
and commissions, namely the State Planning Commis- 
sion, the Ministry of Personnel, the Ministry of Labor, 
the Ministry of Energy Resources, the Ministry of Con- 
struction, the Ministry of Aeronautics and Astronautics 
Industry, the Ministry of Water Resources, and the 
Ministry of Machine-Building and Electronics Industry. 
The most important measure has been the removal of the 
original State Planning Commission and the State Eco- 
nomic Commission, with the establishment of the new 
Planning Commission. 


Wu Peilun said: Premier Li Peng has pointed out: 
“Without exception, those departments remaining 
unchanged in the current structural reform have work to 
do in implementing "the three determinations.“ In other 
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words, apart from the nine newly established ministries 
and commissions, the other 30 ministries and commis- 
sions, 19 organs under the uirect jurisdiction of the State 
Council, and 5 offices need to formulate, deliberate, and 
decide their “3-determination™ plans. Regarding those 
departments to be retained their original status, the State 
Council has selected the Ministry of Light Industry and 
the State Building Materials Administration tc conduct 
reform on an expe1imental basis in advance. 


In conclusion, Wu Peilun said that, generally speaking, 
the entire structural reform has been going on smoothly. 
The “three- determination” plans of the nin~ newly 
established ministries and commissions have been sanc- 
tioned by the Premier's Office of the State Council in 
principle. They have now entered upon the state of 
simultaneous organization, implementation, and opera- 
tion. The weeding out of some of the aonpermanent 
organs under the State Council has also been completed 
basically. The experiences of the retained units in reform 
on an experimental basis have also been af/irmed by the 
Premier's office, which believes that the purposes of 
changing functions, decentralization, structural readjust- 
ment, and slimming personnel have been fulfilled. We 
should also see, however, that the tasks for the current 
state structural reform remain arduous; the enterprises 
and institutions directly under the jurisdiction of various 
ministries need be weeded out and consolidated, volu- 
minous problems of overlapping functions need be 
ironed out. Even those departments that are in the 
course of organizing their establishments with their 
“three-determination™ plans approved of have not 
em rely completed their structural reform, they need to 
continue work with regard to the essences of structural 
reform in four areas, especially the further implementa- 
tion of functional changes and decomposition. There- 
fore, it is necessary for us to firmly grasp the key to 
functional changes based on the basic requirements and 
tasks of the current structural reform to achieve rational 
functions, with oetter structural establishment and slim- 
mer personnel, while building operational mechanism 
and work regulations, and strengthening the building of 
administrative laws and regulations. 


State Council To Establish Property Bureau 
OW2307110888 Beijing Domestic Service 
in Mandarin 0930 GMT 21 Jul 88 


{By reporter Li Renchu] 


[Text] A senior official of the Ministry of Finance 
disclosed today that the State Council has decided to set 
up a State Property Administration Bureau under the 
supervision of relevant departments of the ministry, in 
order to clearly define matters pertaining to state prop- 
erty and establish and improve the system of managing 
State property, thereby bringing into better play the 
planned socialist commodity economy with public own- 
ership as the predominant force. 
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According to the official, the State Property Administrative 
Bureau shall manage all state property, including fixed and 
liquid assets inside and outside China. He said: The State 
Property Administration Bureau shall be a functioning 
Organ managing state property on behalf of the state. It shall 
exercise the rights, bestowed by the state, to represent the 
State as owner of state property, supervise and manage state 
property, receive and invest profits for the state, and to 
dispose of property. All state property, whether it is covered 
or not by the state budget and be inside or outside China, or 
used by enterprises, institutions, government and party 
Organizations, PLA units, or mass organizations, shall be 
man by the bureau. State property in the army system 
shall be managed by the Army itself according to state 
regulations. 


The official stressed: As the general representative of 
State property, the State Property Administration shall 
exercise overall macroeconomic control and regulation 
over all state property, especially the capital income and 
expenditure of state property, including capital invest- 
ment, profits, and reinvestment of appreciated assets, 
and shall carry out the necessary economic and admin- 
istrative supervision over all state property according to 
the law. 


The official said: In order to ensure the implementation 
of relevant state policies, laws, and regulations concern- 
ing state property, all provinces, autonomous regions, 
municipali:.es, cities with independent economic deci- 
sionmaking authority, and prefectural-level cities are 
also preparing to set up state property administrative 
organs to be supervised by relevant departments under 
local finance departments or bureaus. 


State Council Orders Fewer National Meetings 
OW2307214588 Beijing XINHUA in English 
1526 GMT 23 Jul 88 


[Text] Beijing, July 23 (XINHUA)—The State Council, 
China’s highest governing body, has ordered strict con- 
trol over the convocation of national meetings. 


In a circular issued Thursday, the council criticized those 
government offices that have failed to abide by a central 
government order to reduce the number of meetings. 


‘Too many long meetings have burdened units at a lower 
level, worsened the already strained transportation sys- 
tem, urban supplies and accommodation, and caused 
enormous waste of manpower, materials and money,” 
the circular said. 


It said the State Council would apply stringent criteria in 
examining and approving meetings and would bring 
tighter control over money allocated to all national 
meetings by the State Council departments. 


National conferences should not last more than three 
days, or five days at most. 
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State Council approval will be required for national 
meetings to commend advanced workers or units and all 
meetings attended by more than 100 people or to last 
more than five days. 


No meetings may be held in popular cities in the busy 
tourist season. 


Normally no State Council leaders should be invited to 
attend or address national meetings to be called by 
various departments. 


Zhao Ziyang At Contract Responsibility Symposium 
OW 2307003488 Beijing Domestic Service 
in Mandarin 0930 GMT 16 Jul 88 


[Text] The national symposium on enterprises’ contract 
responsibility system ended today. The meeting pointed 
out: From now on, all enterprises should stress raising 
economic results and find ways to further develop the 
role of contract responsibility system to strengthen enter- 
prises’ capability to cope with the changing situation of 
market and the adjustment of commodity prices, thus 
paviig way for the reform of commodity prices and wage 
system in the next year. 


The symposium opened in Beijing on |2 July. During the 
meeting, Zhao Ziyang, Li Peng, and Yao Yilin held 
discussions with some representatives. They gave impor- 
tant opinions on the question of strengthening reform in 
the future. Li Peng, Yao Yilin, Tian Jiyun, and Wu 
Xuegian met with all the symposium’s participants at 
Zhongnanhai. 


The symposium presented and discussed a number of 
questions on improving and developing the contract 
responsibility system and raising economic results in the 
second half of this year. 


The meeting noted that to seriously implement the State 
Enterprise Law, the principle matter is to implement the 
system of having plant directors assume full responsibil- 
ity. It pointed out that, in some enterprises with appro- 
priate conditions, the method of having the secretary of 
party committee of a plant work as political deputy 
director of the plant on concurrent basis may be tried. It 
is necessary to establish a competitive system and select 
find operators to improve the management of enter- 
prises. Through the method of allowing an enterprise 
sign a contract for the operation of another enterprise or 
merging an ent-rprise into another one, enterprises 
should be geared to the need of market and develop 
themselves amid the competitive system. Various enter- 
prises should adjust their structure and fundamentally 
solve the problem of suffering losses for a long period. As 
to those enterprises with poor management and pro- 
longed losses, we should have them invite open bidding 
for the management of those enterprises in a competitive 
manner. If their problems still cannot be solved, they 
have to declare bankruptcy. After declaring bankruptcy, 
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they will be merged into more sound enterprises. In some 
cases, they can be directly merged by other enterprises 
without having to declare bankruptcy. Some small enter- 
prises can be auctioned off. It is necessary to carry out 
the reform of labor system and improve the efficiency of 
workers. Surplus personnel of various enterprises may be 
absorbed by the society but conditions for their being 
absorbed by the society are still not ripe. Therefore, 
those surplus personnel can only be transferred to other 
jobs through various methods within those enterprises. It 
is also necessary to establish the system of sharing risks. 
Through the method of having all staff members and 
workers pledge themselves to fulfilling tasks and share 
risks, the operators and workers will have common 
interests and share common risks. Cities and enterprises 
with appropriate conditions, especially those export- 
oriented enterprises, may issue stocks at selected places. 


Premier Attends Meeting on State Land Rental 
OW2207214788 Beijing XINHUA Domestic 
Service in Chinese 1352 GMT 22 Jul 88 


[Text] Beijing, 22 Jul (XINHUA)—Premier of the State 
Council Li Peng presided over the 1 4th executive meet- 
ing of the State Council this morning in which the 
“Interim Regulations on the Rent and Transfer of the 
Right To Use State-Owned Land in Urban Areas (Draft 
for Trial Implementation)” were discussed and adopted 
in principle. The document is expected to be promul- 
gated soon for trial implementation by the State Council 
following further revisions. 


The meeting pointed out: The compensated rent and 
transfer of the right to use state-owned land in urban 
areas on the basis of the principle of separating the land 
ownership right from the right to use land will be 
conducive to reforming China's system for the use of 
state-owned land, helping develop, utilize and handle 
land, tightening land control, and promoting urban con- 
struction and the expansion of a socialist commodity 
economy. 


The nationwide compensated rent and transfer of the 
right to use state-owned land in urban areas is a fairly 
major reform. In order to gain experience in this connec- 
tion, the meeting decided to first promulgate the regula- 
tions for trial implementation. They will be revised and 
improved to become official regulations after being 
implemented for a period of time. 


Song Ping on I Political Work 
OW2307003588 Beijing Domestic Service in Mandarin 
0930 GMT 16 Jul 88 


[Text] According to a report from the Dalian People’s 
Broadcasting Station, Song Ping, member of the Political 
Bureau and head of the Organization Department under 
the CPC Central Committee, inspected the city of Dalian 
from 13 to 15 July. He said: In the course of carrying out 
reform, we may encounter a fairly large number of 
ideological problems. Under such circumstances, we 
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need to strengthen our ideological and political work. It 
is impossible to successfully carry out reform if our 
ideological and political work is weak. 


Song Ping pointed out: In an enterprise, the director and 
the party committee must coordinate with each other in 
doing their work. They must not say: I am plowing other 
people's farmland, while my own farm lies waste. Every- 
one is working for the same purpose. We must whip up 
the enthusiasm of the cadres doing political work and 
help them solve their actual problems. We must also 
improve our ideological and political work, and turn 
such work into something practical instead of something 
vague. Nobody wants to listen to anything that is vague 
in nature. We must improve such work so that people 
love to listen to us and accept our proposals. Dalian is 
doing an excellent job in carry out moral education. We 
must vigorously propagate its experiences in this respect. 


On the issue of strengthening basic-level party organiza- 
tions, Song Ping said: We must maintain high standards 
and improve the quality of party members. First, we 
must maintain the party's high standards as a vanguard 
and ensure that party members are of high quality. 
Secondly, we must resolutely expel the decadent element 
out of the party, properly deal with the disqualified party 
members, and ensure the party members’ purity and 
steadfastness. 


Minister Confers Hero's Title on Doctor 
OW2407011288 Beijing XINHUA Domestic 
Service in Chinese 1324 GMT 21 Jul 88 


{By correspondents Liu Jianghai and Xu Lansheng] 


{Excerpts} Beijing, 21 Jul (XINHUA)}—Wang Fang, state 
councillor, minister of public security, and first political 
commissar of the Chinese People's Armed Police Forces; 
and Li Lianxiu and Zhang Xiufu, respectively com- 
mander and political commissar of the Chinese People’s 
Armed Police Forces, signed an order today to confer the 
title “Binzhou Hero Who Cherishes the People and 
Defends the Law" on martyr Wang Famin, who died 
fighting six ruffians in an effort to protect the people. 


The late Wang Famin, 24, was a Communist Party 
member and an assistant military doctor working for the 
Huimin Prefectural Detachment under the Shangdong 
Armed Police Force. When he died, he was pursuing 
advanced training at the Huimin Prefectural People’s 


Hospitai. [passage omitted] 


The order called on all commanders and fighters of the 
Armed Police Forces to emulate Comrade Wang Famin, 
be loyal to the country, the people, and their work, wage 
a resolute struggle against lawlessness, and make even 
greater contributions to improving public order and 
surmounting problems in reform. [passage omitted] 
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Achievements of Jiuquan Space Center Reviewed 
OW2307114588 Beijing XINHUA Domestic Service 
in Chinese 2339 GMT 20 Jul 88 


pace Lanzhou, 21 Jul (XINHUA)}—The vast num- 
r of construction workers and scientific and technical 
personnel at the world-renowned Jiuquan Satellite 
Launching Center in the Gobi Desert have worked hard 
over the past 3 decades and made outstanding contribu- 
tions to China’s space industry and the modernization of 
China’s armament. 


The Jiuquan Satellite Launching Center is China's oldest 
and largest base for testing guided missiles and satellites. 
Its launching head zone [shou qu 7445 0575) is located 
in the vast Gobi Desert in the bordering area between 
Gansu and Inner Mongolia, and its landing zone [luo qu 
5507 0575] is scnttered across Xinjiang’s huge Taklima- 
kan Desert extending over 2,000 km. Some places are 
not accessible even to camels. The large numbers of 
cadres, soldiers, staff and workers, and their families 
have worked arduously with a pioneer spirit and built a 
large living and working area into an oasis—a beautiful 
and neat town. When Comrades Zhao Ziyang and Yang 
Shangkun inspected the base, they highly evaluated the 
meritorious services of its builders. 


Over the past 3 decades the center has scored tremen- 
dous achievements in launching and testing guided mis- 
siles and satellites. Since the successful launch of China's 
first ““Dongfeng |" surface-to-surface guided missile in 
1960, the center has launched 23 satellites of seven 
different models, 101 surface-to-surface guided missiles, 
and 841 space exploratory rockets and small guided 
missiles of various types. China's first nuclear guided 
missile; first artificial satellite, “Dongfanghong |;"’ first 
retrievable satellite; first intercontinental guided missile. 
and first “three satellites on one rocket” were success- 
fully launched from here. [passage omitted] 


Commentary Discusses Increased Naval Expenditure 
HK2207113988 Beijing JIEFANGJUN BAO 
in Chinese 10 Jul 88, p 4 


{Commentary by Dong Fangtie (2639 2455 6993): “The 
Ocean Economy and The ‘Sky Blue Strategy’’’] 


{Text} This year, many countries have cut down their 
military budgets but, have increased their military 
expenditure on developing maritime military strengths. 
For example, the U.S. ground force and Air Force's 
expenditure on military equipment has dropped by 3 
percent and 13 percent respectively, while the US. 
Navy’s expenditure on military equipment has risen by 
11.5 percent. The French ground and Air Force’s mili- 
tary budgets have risen by 0.78 percent and 0.61 percent 
respectively while the Navy's military budget has risen 
by 4.6 percent. It is widely known that Japan, India, and 
some other countries have attached great importance to 
the development of maritime military strength. 
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It seems that such a change in the military expenditure 
has added sky blue color to the military strategies of 
these countries. The nature of the sky blue color is the 
rich economic coloring. 


The present era is characterized by peace and develop- 
ment. Some people say that it is mainly dominated by 
economic development. Since economic development is 
given priority, military activities should be geared to its 
needs. In world economic development, oceans are a 
new “highland” to which all countries have paid close 
attention. Many not only regard oceans as channels of 
controlling land, but also regard oceans as the principal 
body of contention. Along with the gradual expansion of 
the maritime jurisdiction of various countries and 
increase of the maritime economic activities, the struggle 
concerning sovereignty over various islands; the delimi- 
tation of maritime space; the development of maritime 
resource; maritime channels and so on, has been inten- 
sified. It seems that such struggles have been carried out 
according to the blueprints made by economists. 


One thing can fully explain this phenomenon. On | June, 
“JAPAN ECONOMIC NEWS” reported that the Japa- 
nese Government would build a bank revetment for 
Chong Niao (0349 7680] Island, which is | ,700 kilome- 
ters away in the Pacific Ocean. This unknown and 
depopulated island is nothing but a coral reef with an 
area of only several square kilometers. When the sea 
water rises, only two rocks of coral reef can be seen from 
afar. The building of the huge revetment is aimed at 
preventing the two rocks from being washed away by the 
sea. Is Japan really interested in a coral reef which can 
hardly be called an “island”? Yes. This is because the 
coral reef, which is in the extreme south of Japan, can 
demarcate Japan's territorial waters and economic 
zones. “JAPAN ECONOMIC NEWS” is correct in say- 
ing that “if the two rocks were covered by the sea, Japan 
would lose a fishing zone whose area is equivalent to 
400,000 square kilometers of territory.” Therefore, it is 
necessary to fight this “biggest battle in Japan's civil 
engineering history.” As a matter of fact, Japan's “large- 
scale battles” are not only aimed at developing its 
maritime economy but also at developing its naval 
strength. For example, Japan has put forward the 
**| ,000-nautical-mile maritime channel defense” plan, 
which has coincided with efforts to expand its jurisdic- 
tion over maritime resource. Henry Kissinger once 
warned: “The Japanese Maritime Self-defense Force will 
grow into an ocean-going fleet in 10 years time to seek 
power and interests in the Pacific Ocean.” Kissinger’s 
remarks should not be regarded as an exaggeration. 


The Incident of Chong Niao Island is the epitome of the 
rising position of maritime economy. Under such cir- 
cumstances, the position of naval strength in the entire 
Strategic strength of some countries 1s becoming more 
and more important. In order to demonstrate strength in 
the oceans, the navies of many countries have not only 
strengthened their conventional but also their nuclear 
arms. According to the statistics of the U.S. Policy 
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Research Institute, at present, the United States, the 
Soviet Union, and some other countries have a total of 
16,000 nuclear weapons, which account for a quarter or 
One third of the total number of nuclear weapons in the 
world. Some 70 percent of the U.S. battleships and 
almost all the major Soviet battleships are capable of 
fighting a nuclear war. Equipping battleships with 
nuclear weapons is not only aimed at strengthening the 
attacking strength of battleships during wartime but also 
at increasing the nuclear deterrent during peace time. 


In order to seek economic interests in the vast interna- 
tional waters, various countries have paid great attention 
to raising the maneuverability of battleships and enlarg- 
ing the manoeuvring radius of the battleships when 
building them, particularly when building nuclear-power 
battleships. According to estimates of the U.S. Policy 
Research Institute, at present, among the 544 nuclear 
reactors on the sea, some 342 are owned by the Soviet 
Union while some 169 by the United States. The advan- 
tages of nuciear-power battleships in speed, cruising 
radius, and concealment, were already demonstrated in 
the Falklands War fought between Britain and Argen- 
tina. Aircraft carriers are also favored by some countries. 
In the current fiscal year, the United States has reduced 
its military expenditure on other types of military equip- 
ment but has allocated some $ 6.3 billion on building 
two more “Nimitz” nuclear-power aircraft carriers. 
India has spent a lot of money on purchasing three 
aircraft carriers so that its fleets have now become 
oceangoing fleets. Japan's “YUMIURI SHIMBUN” dis- 
closed that at present, the Japanese Maritime Self- 
Defense Force is also “quietly studying the plan of 
building ‘light aircraft carriers’.” Although such “light 
aircraft carriers” are said to be “defensive” in nature, the 
vertical takeoff and landing fighter planes carned by 
them can fly much farther than the “Crane” fighter 
planes used by Britain in the Falklands war. According to 
the estimates of “YUMIURI SHIMBUN,” the day when 
fleets formed by the light aircraft carriers flying the 
Japanese flag, have full control of much contended and 
nearby waters™ will arrive soon. 


The rise of the “Sky Blue Strategy” is not only the 
continuation of the maritime civilization dating back to 
the | 7th century, but also a preparation made by various 
countries in order to face future challenges. Therefore, 
any country which wants to benefit more from the 
world-wide maritime economic activities should pay 
close attention to and be on guard against the rise of the 
“Sky Blue Strategy.” 


Electronic Naval Simulation System Developed 
OW 2307100288 Beijing Television Service 
in Mandarin 1300 GMT 17 Jul 88 


[Text] An exercise and information system for naval 
formations, which is an electronic device for simulating 
oceangoing voyages and tactical exercises by naval for- 
mations, was developed by the navy’s electronics engi- 
neering academy. 
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Modern naval combat, which is characterized by triphi- 
bious warfare involving large-scale, coordinated opera- 
tions by different services, requires commanders always 
to keep informed of the battlefront situation. This sim- 
ulation system is able to show the battlefront situation 
with pictures. It can display scores of batches of targets 
on the sea, in the air, and under the water. The direction 
and speed of any batch of targets, as well as combat 
effects [dui kang xiao guo] and battle results, are shown 
On monitors to keep the commanders informed of the 
battelfront situation and help them exercise effective 
command. Successful development of this system repre- 
sents a major step toward the modernization of China’s 
naval warfare command. 


New Army Style Urged; Military Ranks Welcomed 
HK2407092288 Beijing JIAFANGJUN BAO 
in Chinese 15 Jul 88 p 1 


{Report by Yu Baoyue (0060 0202 2588) and Yang 
Xuequan (2799 1331 3123): “Chi Haotin Calls for New 
Army Style To Welcome Implementation of Military 
Ranks System™] 


(Text] When the new military ranks system is imple- 
mented, Beijing will take the lead in consolidating mili- 
tary bearing, with the military headquarters setting an 
example for the whole Army in building a brand-new 
army style. This was the main content of a mass meeting 
sponsored by the Committee for Military Bearing, Dis- 
cipline, and Traffic Safety of troops stationed in the 
capital to mobilize the implementation of relevant reg- 
ulations in the reform of the cadre system and the 
building of a new military style. The meewung was 
attended by leading members of the General Staff Head- 
quarters, General Political Department, and General 
Logistics Department, including Chief of General Staff 
Chi Haotian and leading members of all major uniis 
stationed in Beijing. 


He Shangchun (0149 1424 4783), director of the Com- 
mittee for Military Bearing, Discipiine, and Traffic 
Safety of troops stationed in Beijing and concurrently 
deputy commander of the Beijing Garrison, gave a 
briefing on the conditions of supervising military bear- 
ing and discipline of troops stationed in Beijing over the 
first 6 months of the year. Some 17,900 military patrol- 
men were sent to downtown areas in the first half of ihe 
year, and they checked 190,482 servicemen. There was a 
6.2 percent increase of those recognized for their good 
military bearing, compared with the same penod in 
1987. Generally speaking, the military bearing and dis- 
cipline of troops stationed in Beijing is not too bad. 
However, the phenomena of sloppiness and carelessness 
in military dress, uncalled for behavior among a small 
number of servicemen, and the failure of some units to 
send military patrolmen on duty still exist. He Shang- 
chun proposed that all troops stationed in Beijing unfold 


FBIS-CHI-88-142 
25 July 1988 


education in regulations, including implementing reform 
of the cadre system and in building a new military style, 
while doing a good job in becoming a “show case” for the 
whole Army. 


In his speech, Chief of General Staff Chi Haotian fully 
affirmed the accomplishments in improving the military 
style and bearing of troops stationed in Beijing. Linking 
this to the problems existing in the whole Army, he 
pointed out that the promulgation of relevant regula- 
tions by the Central Military Commission on imple- 
menting the reform of the cadre system and the new 
military ranks system are very favorable to creating a 
Situation characterized by an integrated environment 
and popularity among the whole Army. Troops stationed 
in Beijing as well as all other troops in the country should 
fully use the present favorable time to conduct an overall 
consolidation of military style in depth, starting from 
ae, the problems of “sloppiness, slackness, and con- 
usion.” 


How should army style be consolidated? Chief of Gen- 
eral Staff Chi stressed: First, it is necessary to start from 
the headquarters organs. Headquarters organs and lead- 
ing Organs of all major units stationed in the capital 
should take the lead and set an example in earnestly 
exercising the rules and lations and consciously 
accepting the supervision of military patrolmen. Chi 
Haotian required all units to devote some time to study 
and to make arrangements for the mobilization and 
education in consolidating military style. Second, lead- 
ing cadres should take the lead in consolidating the army 
style. Leading cadres at all levels should set an example 
in military bearing, style and discipline, and refrain from 
being special. At the same time, they should go down to 
grass-roots units and start from grasping every detail so 
that the consolidation of army style may be conducted in 
an effective and down-to-earth way. Third, it is neces- 
sary to start from earnestly grasping the implementation 
of rules and regulations. The sense of rules and regula- 
tions should be instilled in the minds of cadres, soldiers, 
and staff members, so that the troops may cultivate the 
habit of handling affairs according to the rules and 
regulations, thus basically correcting “sloppiness, slack- 
ness, and confusion.” And fourth, it is necessary to 
adhere to the principle of being strict when running the 
troops. In implementing the rules and regulations. it is 
necessary to be very exact, without doing favor or 
showing leniency to anyone. It is imperative to carry out 
the rules and regulations strictly. Regarding those who 
are irresponsible, fail to perform their duty, or violate 
the law and discipline, they must all be dealt with 
promptly and seriously. Righteousness should be given 
support while evilness must be suppressed, so that a 
sound atmosphere of observing the law and discipline 
may take shape. 


PLA Cadres To Wear Civilian Clothes 
OW2407012088 Beijing XINHUA Domestic Service 
in Chinese 0724 GMT 22 Jul 88 


[By reporters Xu Jingyao and Qi Hanxiao] 


[Text] Beijing, 22 Jul (XINHUA)}—Nonmilitary cadres 
of the PLA will wear civilian clothes with uniform chest 
insignia beginning | August. 


NATIONAL AFFAIRS 


The introduction of civilian cadres is a major reform in 
the PLA’s cadre system. Civilian cadres are not con- 
ferred military ranks and do not wear military uniforms. 
They only wear uniform chest insignia. The metal stripe 
of insignia is 65 millimeters in length and | 1 millimeters 
in breadth. The obverse side of the insignia consists of 
the PLA emblem in the color background of the ground, 
naval, and air forces, and WZ, the abbreviation for the 
Chinese pinyin word, “wen zhi [civilian].” The color for 
the ground force is red, black for the Navy, and sky blue 
for the Air Force. The reverse side is engraved with 
characters “chest insignia for Chinese PLA civilian 
cadres.” The chest insignia is designed, made, and dis- 
tributed by the PLA General Logistics Department. 


The reporters have learned that the large number of 
active duty officers who have been transferred to civilian 
jobs still retain their military status, perform basically 
the same duties as active duty officers, and enjoy the 
same rights. According to a recent “Circular on Ques- 
tions Pertaining to the Administrative Supervision of 
Civilian Cadres” jointly issued by the PLA General Staff 
and Logistics Departments, the supervision of civilian 
cadres should still be based on military rules and regu- 
lations. In units with predominantly civilian cadres, 
day-to-day supervision may be different from that in the 
Army. 


Air Force Introduces New Training System 
OW 2307013188 Beijing XINHUA Domestic Service 
in Chinese 0721 GMT 22 Jul 88 


[By correspondent Cai Shanwu] 


[Text] Beijing, 22 Jul (XINHUA)—The Central Military 
Commission recently approved the procedure of listing 
the air force refitting and training base as an official air 
force establishment so that a new training system of 
“aviation academy—refitting and training base—com- 
bat force” will be established for the training of air force 
personnel. 


The establishment of this system is aimed at changing 
the old practice of sending cadets of air force academies 
directly to the combat units. Such cadets will be sent to 
combat units only after they have received training at the 
refitting and training bases, finished the required 
courses, and become qualified fighters able to perform 
their duties under three different weather conditions. 


The new training system will help graduates of air force 
academies receive further rigorous training regularly and 
Systematically and accelerate the training of qualified 
fighters. Right now, the air force is actively reforming its 
administration as well as its programs for educating and 
training its cadets to help all departments coordinate 
with and promote each other and further improve the 
new training system. 
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National Defense Education Conducted C 
OW2407142988 Beijing XINHUA in English 
0932 GMT 24 Jul 88 


[Text] Beijing, July 24 (XINHUA)—Education in 

national defense is being conducted across China in a 

planned way, while the country is striving for an inter- 

, ~ gs environment of peace for its modernization 
rive. 


Sichuan Province, which started it earlier tvan other 
parts of China, formally issued earlier this year the 
provincial outline for national defense education, which 
defines the purpose, contents, methods of the education. 


Many other provinces, municipalities and autonomous 
regions have also set forth their programs, compiled text- 
books and set up special institutions for the education. 


In Shashi City of Hubei Province, principal party and 
government leaders attend lectures on national defense 
once every three months and receive military training on 


a regular basis. 


The national defense education school set up two years ago 
in Yuanping County, Shanxi Province, has so far trained 
some 7,000 amateur teachers for defense education. 


In Shenzhen Special Economic Zone, military knowl- 
edge and skills contests are commonly held and military 
review performed annually. 


The education is often combined with activities to give 
aid to families of armymen, the conscription of soldiers 
and the building of people's militia. 


In Shandong Province, defense education, which is often 
conducted prior to the annual conscription of new sol- 
diers, has helped keep up the enthusiasm of residents 
forhjoining the army. 


Early last year: teams were set up, from city government 

down to neighborhood committees, in Baoding City of 

sm Province to render varied serivces to families of 
iers. 


What is interesting is that people in some enterprises are 
applying in management and market competitions mili- 
tary strategies they have learned. 


Great emphasis has been placed on the education of the 
youngsters. In Shaanxi and Gansu Provinces, national 
defense programs have been included into the curricula 
of universities, colleges, middle schools and primary 
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In order to make military training a regular practice, 
Shanghai municipality has set up military camps for 
students. 


Minister of Finance Addresses Financial Meeting 


Discusses Difficulties 
OW2507013888 Beijing XINHUA Domestic Service 
in Chinese 1110 GMT 24 Jul 88 


(By reporter Wu Jincai]} 


[Text] Beijing, 24 Jul (XINHUA)—Addressing the con- 
cluding session of the meeting of financial affairs today, 
Wang Binggian, state councillor and minister of finance, 
noted that knowledge of financial management is essen- 
tial during reform and opening up so that more money 
can be generated for alleviating financial difficulties. 


After generally reviewing the nation's financial support 
for construction and reform over the past several years, 
Wang Binggian said: Reform is now at a crucial stage. 
Beginning in 1989, the state will spend several years 
reforming the price and wage systems and rationalizing 
the price-wage relationship. This is a complex and for- 
midable reform involving the tolerance of the financial, 
banking, and all social quarters. 


Turning to the state’s financial situation, Wang Bingqian 
said: Over the next few years, we need money for 
construction, improvement of people’s livelihood, and 
price and wage reforms. Since the revenues of the state 
increase only 20 billion yuan or so annually and deficits 
can in no way be eliminated quickly, the financial 
situation is grim. Analyzing even furhter, Wang Bing- 
qian said: Contradictions between capital supply and 
demand are a universal problem facing many other 
countries engaged in economic construction and eco- 
nomic reform, and China is no exception. While local 
governments have been plagued by financial difficulties 
over the past few years, the central government's finan- 
cial difficulties are even greater due to years of financial 
deficits. One important reason is the decentralization of 
receipts resulting from the release of more powers to 
local authorities over the past several years. In 1979, 
financial receipts represented 31.9 percent of the 
national income; in 1987, it dropped to 22 percent. Of 
the nation’s financial receipts in 1987, the central trea- 
sury collected only 35.3 percent, and only 13.2 percent 
was derived from local governments. This could not 
even cover the central government's subsidies and spe- 
cial appropriations for local governments. Meanwhile, 
while centralized expenditures have remained basically 
unchanged, the number of projects financed by the 
central government has continued to increase. 


Wang Binggian said: This is one major financial problem 
of the central government when the old institution is 
being replaced by a new one. Thus, to ensure the needs of 
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price and wage reforms, to balance revenues and expen- 
ditures, and to balance total supply and demand, we 
must increase revenues and at the same time strictly 
curtail expenditures. 


Notes Abuse of Funds 
OW2507003388 Beijing XINHUA Domestic Service 
in Chinese 1059 GMT 24 Jul 88 


[By reporter Wu Jincai] 


{Text} Beijing, 24 Jul (XINHUA)—The national confer- 
ence on financial work closed in Beijing today. An 
important directive from the State Council on financial 
work was relayed at the conference. The directive said: 
We must try a thousand and one ways 19 increase 
revenues and reduce expenditures, successfuli » balance 
this vear’s state budget, and ensure that the nation’s 
defi t will not exceed 8 billion yuan. 


Addressing the closing session of the conference, Wang 
Binggian, state councillor and minister of finance, 
pointed out: To successfully fulfill this goal is conducive 
not only to achieving this year’s economic stability and 
development but also to creating better conditions for 
the economic reform next year. He called on various 
— to resolutely implement this State Council 
irective. 


The conference on financial work which opened in 
Beijing on 15 July analyzed the current economic situa- 
tion, checked how this year’s state budget was being 
implemented, exchanged work experiences, and studied 
measures to increase revenues and reduce expenditures 
in order to achieve a balance in financial affairs. The 
Ministry of Finance has already reported the proceed- 
ings of the conference to the State Council. On the basis 
of the guidelines laid down by the State Council direc- 
tive, Wang Bingqian talked about the targets and policy 
measures for financial work at present and in the future. 


Wan, »7 1 pointed out: In setting out new financial 
policies \.. ..ave realized that in order to ensure a fairly 
high growth rate in state revenues, the most fundamental 
thing to do is to help enterprises increase their economic 
results, particularly industrial enterprises. Enterprises 
provide our main source of state funds, and in raising 
prices and wages, we must rely mainly on enterprises to 
absorb such increases. He especially hoped that the large 
state-owned enterprises would attain higher economic 
results than the smali, rural enterprises and make even 
greater contributions to the state. 


Wang Binggian said: Our present financial resources are 
not enough to meet the needs in carrying out future 
construction and reform. We must emancipate our 
minds, break free from conventions, study ways to earn 
more money, and explore new sources of revenue in a 
planned and organized manner so that we will have 
plenty of reserve power to increase our revenue. In face 
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of economic changes, we must continue to explore and 
expand new financial resources. He stressed the need to 
plug loopholes and strengthen control in tax collection. 


Wang Binggian talked in great length on the issue of 
tightening expenditures. He announced the following 
policy measures: 


—While ensuring funds for the price and wage reforms, 
we must also ensure necessary funds for farm produc- 
tion, education, scientific research projects, and national 
defense. Expenditures in all other fields will be basically 
stabilized. Some administrative expenditures and insti- 
tutional spending must be curtailed. We must also reso- 
lutely cut some investments in fixed assets. Special 
efforts must be made to strictly ban the construction of 
sumptuous office buildings, halls, and hostels. 


—We must improve the efficiency of expenditures. 
Some financial allocations will be given as loans, and 
service institutions with necessary conditions are 
encouraged to gradually expand their services in society, 
particularly paid services. Efforts must be made to 
improve measures to provide enterprises suffering defi- 
Cits with subsidies and offer financial subsidies in pov- 
erty-stricken areas. 


—lIn line with the price and wage reforms, efforts must 
be made to adjust and cut price subsidies. Some subsi- 
dies can be gradually cut or reduced to a minimum 
through reform. 


—The issue of combating waste should be regarded as a 


necessary process involving the development of the four 
modernizations program. 


Wang Binggian said: Currently, there are more and more 
sumptuous office buildings, halls, and hostels. Some 
people vie with each othe — purchase high-class limou- 
sines, while others enteriain guests, present gifts, and 
tour scenic spots with government funds. There are 
many such examples. No one krows how much money is 
wasted in developing duplicate construction projects. 
Some localities .ven divert funds earmarked for educa- 
tion or relief work to build sumptuous office buildings, 
halls, and hostels or to buy luxuries. Such practices are 
actually crimes. 


Wang Binggian announced: From now on, financial 
institutions and banks must stop appropriating funds to 
support the construction of sumptuous office buildings. 
halls, and hostels; such construction should have been 
postponed or canceled. He also revealed that the 
“Interim Regulations for Penalties Against Waste of 
State Property” drafted by the Ministry of Finance 
according to a State Council directive was recently 
submitted to the State Council for deliberation. 
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Nuclear Industry To Develop Civilian Products 
OW2307142588 Beijing XINHUA in English 
1208 GMT 23 Jul 88 


[Text] Beijing, July 23 (XINHUA)—China’s Nuclear 
Industry Corporation today set up a new company to 
develop more products for civilian use. 


The Baoyuan Development Company will help enter- 
prises upgrade technology and raise funds and will also 
provide production and market information and assis- 
tance in conducting cooperatives with foreign firms or 
absorbing foreign canital. 


China’s nuclear industry began in 1978 to shift its 
exclusive military production to civilian-use products. 


The output of civilian-use products reached 440 million 
yuan in 1987, about one-third of the total of the industry. 


Financial Budget System To Undergo Reforms 
HK2207134688 Beijing ZHONGGUO XINWEN 
SHE in Chinese 0558 GMT 21 Jul 88 


[Report: “China’s Financial Budget System Will 
Undergo Important Reforms”} 


[Text] Beijing, 21 Jul (ZHONGGUO XINWEN SHE)}— 
Important reforms will be implemented in China’s 
financial budget system. The single-entry bookkeeping 
system, which has been used in China's budget system 
for many years, will be replaced by a double-entry 
bookkeeping system, and China's financial budget will 
be presented in a clearer manner. This piece of informa- 
tion was obtained from the national financial work 
conference being held in Beijing. 


Over the years, China's state budget has been using the 
single-entry bookkeeping system. That is to list all the 
financial incomes and expenditures on a consolidated 
forecast statement. Under this system, regular incomes 
and expenditures, and the funds for production and 
construction are pooled together. As a result, the state 
cannot plan its expenditure according to the funds 
available and cannot act according to its capability, and 
it is im straitened circumstances. This is one of the 
reasons that led to the continual increase in the amount 
of the state budget deficit. 


The double-entry bookkeeping system, which is going to 
be adopted in China, will divide China's financial budget 
into three parts—budget for regular items, budget for 
construction items, and budget for debts. Each part is 
separated and will not interfere the others, and will keep 
expenditures within the limits of income. 


The regular financial budget will include the incomes, 
which are obtained by the state in the status of being the 
manager of the country, and the expenditures on main- 
taining, at a basic level, state organizations, the expen- 
ditures on developing various undertakings, and the 
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expenditures directly related to the livelihood of the 
people. Its incomes and expenditures include various tax 
incomes, operation expenses, administrative and man- 
agement expenses, national defense expenses, and so on. 


The incomes and expenditures included in the budget for 
construction items are: construction taxes, funds for 
energy and transportation constructions, expenses on 
construction items, additional circulating funds allo- 
cated to enterprises, and so on. Moreover, the tax for 
using cultivated land is also included in the budget for 
construction items. 


Repayment of loans will be included in the figure of 
budget deficit, and will be listed and calculated in a 
unified way in the budget for debts. 


China’s financial experts consider that it is feasible to 
implement the double-entry bookkeeping systen. in Chi- 
na’s finance, and it can help China to have a budget that 
can plan expenditures according to the funds available, 
to strengthen budget management, and to adopt mea- 
sures, which are directed against the situation, to balance 
the financial budget. 


Price Rises for Production Viewed 
HK2207095488 Beijing LIAQWANG in Chinese 
No 27, 4 Jul 88 p 17, pp 18-19 


[Article by Liu Jintong (0491 6855 2717) and Yu Leiyan 
(0060 4320 3543): “Various Aspects of the Prices of the 
Means of Agricultural Production”} 


[Text] Abstract: Some peasants say: The prices of the 
means of agricultural production rise so steeply that we 
cannot afford them. Some factories say: Since the state 
cannot ensure the supply of raw materials for the means 
of agricultural production at government prices, the 
enterprises can only survive by raising the producer 
prices. Some commercial departments say: Since the 
producer prices are higher, the commercial links should 
naturally raise the prices because we can not engage in 
trade at a loss. Some local financial departments say: 
Following the institution of the contracted base system 
and the principle of “serving meals to different diners 
from different pots,” the financial departments are no 
longer capable of “taking on the burdens” of enterprises. 
Some people suggest lifting controls over the prices of 
farm produce and changing the practice of hidden sub- 
sidies into one of open subsidies. Some others say that, 
instead of allowing the prices of the means of agricultural 
production to rise, we should stabilize them. Which view 
is correct? This should be explored and tested further in 
practice. [end abstract} 


While over 200 million urban residents are incessantly 
worried about their “vegetable baskets,” the peasants are 
pouring out endless grievances over the soaring prices of 
capital goods. The grumbling voice of the peasants 1s 
weaker than that of the urban residents, but many 
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indications show that the question of agricultural pro- 
duction means has become a serious issue obstructing 
agricultural development and affecting the socioeco- 
nomic life as a whole. 


The Peasants Cannot Afford Them [subhead] 


Ti eve 6 a divergence of views on how much the prices of 
the agricultural production means have increased over 
the past few years. According to statistics by the relevant 
Hunan provincial department, the overall price index of 
the means of agricultural production rose 46.5 percent in 
1987 over 1981. Of this, the price indexes of farm 
chemicals and chemical fertilizer rose even higher. Last 
January and February, the price index of the means of 
agricultural production rose another 14.6 percent over 
the same period last year but the peasants think it was 
much higher. In some parts of Hunan, we noved that a 
ton of ammonium hydrogencarbonate [tan an 8955 
6941], urea, and plastic sheeting was sold for 508 yuan, 
2,000 yuan, and 13,000 yuan respectively, exceeding the 
cost prices by 100-300 percent. 


The rising prices of the agricultural production means 
naturally have an impact on the peasants. According to 
conservative calculations by the relevant department, 
the rising prices of the means of agricultural production 
this year have cost the peasants in Hunan an extra 
500-560 million yuan. Of this, the peasants have to 
spend an extra 10 yuan on farm chemicals and chemical 
fertilizer for every mu of land. This, plus the rising living 
expenses, has made it impossible for the peasants to 
offset the increased expenses with increased incomes 
despite a year of hard work. The increase in production 
cost has led to a drop in investment returns. According 
to a survey, Hunan peasants’ net income provided by 
every 100 yuan of production cost (not including the 
labor cost) was 295.5 yuan in 1984 but dropped to 268.1 
yuan in 1987. The lowered investment returns have 
seriously dampened the peasants’ enthusiasm for invest- 
* — ts. According to a survey conducted by the Hunan 
provincial agricultural department, the peasants’ pro- 
ductive investment increased by an average of 38.7 
percent annually from 1982 to 1984. But in the 3 years 
between 1985 and 1987, it dropped by 21 percent over 
the 3 previous years. In the first quarter of this year, a 
sample survey on 3,800 peasant households in 37 coun- 
ties showed that the peasants’ agricultural input again 
dropped by 7.9 percent in the first quarter of this year 
over the corresponding period last year. This shows that 
the peasants, who have depended on land for survival for 
many years, have lost their interest in production. 


Different People Have Diffe’ nt Difficulties [subhead] 


While the peasants are complaining about the rising 
prices of the agricultural production means, the factories 
producing them and the units engaging in this trade are 
also complaining. 


NATIONAL AFFAIRS 


Some factories say: Since the state cannot ensure the 
supply of raw materials for producing the means of 
agricultural production at government prices and since 
the enterprises have to purchase raw materials at 
extremely high prices, it is only natural that the produc- 
er’s prices are higher. For example, the big and small 
farm chemicals factories in Hunan are scheduled to 
produce 50,000 tons of farm chemicals this year. The 
state can only supply 40 percent of the raw materials and 
tells the enterprises to make up for the deficiencies 
themselves. But the prices of such raw materials as raw 
coal, yellow phosphorus, methanol, and alcohol have 
doubled and redoubled. Because the costs increase, it 1s 
only natural that the producer’s prices should be higher. 
Moreover, over the past decade, the consumption of coal 
for the production of synthetic ammonia by small chem- 
ical fertilizer plants in Hunan dropped from 4,391 kg in 
1977 to 1910 kg per ton last year, and the consumption 
of electricity dropped from 2,162 kilowatts-hours to 
1,370 kilowatts-hours. Since 1983, however, the produc- 
tion cost has instead risen year after year. In 1984, the 
province's average cost for producing | ton of ammo- 
nium hydrogencarbonade was |38 yuan, it has risen to 
170 yuan this year, an increase of 23.2 percent in 5 years. 
For this reason, many factory directors say: What with 
high input and heavy burdens, it is impossible for 
enterprises to absorb them by themselves. To survive 
and develop, the enterprises have no alternatives but to 
raise the producer prices. 


Some commercial departments say: Since the producer 
prices of the agncultural production means and the 
Operating costs have risen, it is only natural that the 
commercial departments should raise the prices because 
we cannot engage in trade at 2 loss. Moreover, because 
the means of agricultural production are produced all the 
year round but used only seasonaliy therefore, it is 
necessary for the circulation departments to stock them 
for a fairly long time, thus increasing spoilage and 
holding up capital and equipment. This, plus the exten- 
sive rise of transport costs and the lack of preferential 
interest rates granted by the banks, has led to constantly 
rising overhead in the circulation links. Moreover, as 
economic entities with independent accounting and sole 
responsibility for profits and iosses, the supply and 
marketing cooperatives have been run by the govern- 
ment for many years. The institutions have been so 
overlapping and overstaffed that the various expendi- 
tures, such as wages, bonuses, administrative expenses, 
houses, cars, and the placement of retired personnel, 
have increased enormously. Under such circumstances, 
it is obviously empty talk to ask the circulation depart- 
ments to make concessions in favor of the peasants. 


Some local financial authorities say: Following the insti- 
tution of the contracted base system and the practice of 
“serving meals to different diners from different pots,” 
the financial departments are no longer capable of 
“taking on the burdens” of enterprises. In the past 
agriculture was supported by means of enterprise losses, 
which were made up by state financial subsidies. Now, 
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the enterprise profits have become a general index for 
judging enterprise production and operations. Mean- 
while, the state policy of supplying raw materials and 
energy at planned prices has been changed to one of 
allowing the coexistence of planned prices and market 
prices. The state has also abolished the practice of 
providing subsidies for some policy-related losses to 
trades in support of agriculture. In 1978 the state’s price 
subsidies to Hunan for the means of agricultural produc- 
tion was 88.09 million yuan; last year they dropped to a 
mere 197,800 yuan. The existing financial structure calls 
for a direct link between enterprise profits and local 
finance, thus determining the unanimity of the conduct 
of the local financial authorities and tle enterprises. 
Under such circumstances, it will be very difficult to ask 
the governments at all levels to stabilize the prices of the 
agricultural production means. 


Due to the market environment arising from the price 
increases, some production and business departments 
take advantage of the loopholes in our laws, policy, 
structures, and market management to raise prices and 
reap profits. Taking price increases as a method of 
increasing revenue, some local governments also turn a 
blind eye to acts in violation of the price policy, with the 
result that the price increases have become increasingly 
serious. The great variety with which they raise prices 
and the ingenuity of their moves take people's breath 
away. To sum up, these can generally be divided into 10 
categories: |) They are in arrears with the state allocation 
plans and refuse to fulfill the goods-supply contracts in 
order to extend the proportion of sales at negotiated 
prices; 2) they fraudulently list production costs and 
Operating charges under all sorts of pretexts; 3) when 
assessing Comprcnensive prices, they raise the negotiated 
prices or expand the proportion of sales at negotiated 
prices; 4) they resell to peddlers or major buyers prod- 
ucts which should have been sold to the public at 
government prices; 5) they declare ahead of time that the 
quotas of goods suppiied by the state at government 
prices are invalid and then sell them at negotiated prices, 
6) taking advantage of the “time difference” in imple- 
menting the price-adjustment circular, they either hoard 
the goods beforehand and sell them after the price 
adjustments or adjust the prices in advance; 7) they raise 
the interest rates without authorization and overstep 
their powers in fixing prices; 8) they give short measure 
or substitute quality goods with substandard goods; 9) 
apart from the price, they use the supply of goods is 4 
precondition to demand “coal and electricity subsidies 
at negotiated prices” or commodities in short supplies at 
government prices; 10) they indiscriminately coilect 
charges or raise funds or the pretext of conducting 
technological transformation for enterprises and ask the 
peasants to pay for the interests. According to an inves- 
tigation, in the Ist quarter of this year, the eight synthetic 
ammonia plants in Changde Prefecture, Hunan illegally 
made an income of 550,000 yuan by adopting the 
methods of extending the proportion of sales through 
their own channels at negotiated prices or raising prices 
without authorization. From last July to last March, the 
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capital goods company of Yiyang Prefecture reaped a 
profit of more than 167,000 yuan by the purchasing 
plastic sheets at government prices and selling them at 
negotiated prices. With indignation some peasants said: 
The departments have now been “invigorated” but the 
peasants have “suffered.” 


Opinions Vary About the Way Out [subhead] 


Now that the contradictions have been clearly placed 
before people, where is the way out? Although cadres 
from the relevant Hunan provincial departments, 
experts, academics, and peasants have different views, 
there are generally tw~ major views: 


Most people hold that, in straightening out the price 
relationship of the means of agricultural production, we 
should concentrate on relaxing price controls and invig- 
orating the economy. We should develop the production 
of the means of agricultural production to ease the 
contradiction between supply and demand. Moreover, it 
is necessary to lift government control on farm produce. 
With regard to urban residents on grain ration from the 
State, it is necessary to change the practice of giving 
hidden subsidy to one of giving open subsidy so as to 
raise the peasants’ capability to withstand the rising 
prices of the agricultural production means. In the 
course of investigation, we discovered that the grain 
peasants have the .nost complaints about the rising 
prices of the agricultural production means. Relatively 
speaking, however, the vegetable growers and the peas- 
ants in industrial crop areas do not complain very much. 
They say: There is no price control over our products 
and the townspeople cannot do without vegetables. 
Therefore, the rising prices of the means of agricultural 
production do not affect us much. 


Will it work if the price controls over grain and other 
other major farm produce are lifted and the hidden 
subsidies are changed into open ones? Most people say it 
will work. Their reasons are: 


1) The state finance and the urban residents depending 
on grain ration from the state can withstand the strains. 
Take Hunan as an example. According to the scope and 
standard determined by the state. the raw grain which 
should be sold at government prices was 3,935 million kg 
in 1987 and the financial subsidies for that year were 
693.87 million yuan. If we lift government controls over 
grain prices and, instead of the operational departments, 
give financial subsidies to urban residents depending on 
State grain ration, calculated on the basis of 8 million 
urban residents in the province and the subsidy amounts 
in 1987, each person will receive 86.73 yuan in grain 
subsidy. Calculated on the basis that each person pur- 
chases 175 kg of grain ration a year, each person will 
receive 0.494 yuan in subsidy for every kg of grain. This, 
plus the current price of grade-1 rice at 0.30 yuan per kg, 
will make it possible to raise the selling price of grain to 
0.7896 yuan per kg. If the grain price rises to 0.90 per kg 
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after the grain price control is lifted, a person on state 
grain ration has to pay on the average an extra amount of 
18.2 yuan for the ration, an average of only |.5 yuan a 
month. 


2) The lifting of government controls over grain prices 
will help boost grain production and thus relatively 
stabilize the grain price. Practice has proven that, after 
price controls over farm produce are lifted, ihe economic 
results are good and grain production develops rapidly. 
The same is true with the production of fruit and aquatic 
products. Conversely, if controls over grain prices are 
not lifted, grain output will stagnate, as has been the case 
since 1984. The lifting of price controls will certainly 
boost graii production. When there is much grain, its 
price v!! remain relatively stable. 


3) The lifting of price controls will help prevent wast< of 
grain and curb grain consumption. There is a sc:rious 
waste and improper consumption of grain (such as the 
use of vast quantities of grain for wine in the rural area) 
in Our country and an important reason for this is the 
excessively low grain prices. 


However, some people take exception to the above- 
mentioned view. In their view, the prices of some means 
of agricultural production have seriously deviated from 
their value. This is chiefly the result of the contradiction 
between supply and demand. With demand exceeding 
supply, plus the failure to exercise strict market manage- 
ment, the prices have deviated from their value and have 
been raised wilfully. A method of solving this problem is 
to stabilize the prices of the means of agricultural pro- 
duction rathcr than allowing them to rise incessantly. 
This can be done in two ways. First, we should speed up 
the production of the means of agricultural production: 
At present, in addition to setting up, in a planned way, a 
suitable number of enterprises for the production of the 
means of agricultural production, we should put the 
stress on raising the production capacity of the existing 
enterprises. There are over 1,600 small chemical fertil- 
izer plants in our country. With the sources of medium- 
and low-grade phosphorus, sulphur, and coal found all 
over the country, it is suitable to develop small chemical 
fertilizer plants. Therefore, if we can ensure the supply of 
raw materials and energy, appropriately increase invest- 
ments, and speed up the technological transformation of 
small chemical fertilizer plants, we can considerably 
increase their output. Second, great efforts should be 
made to pay attention to farm manure, particularly green 
manure. In recent years, the nation’s area sown with 
green manure and per-unit yield have dropped consid- 
erably and the quantity of farm manure collected and 
produced has also dropped drastically. This has resulted 
in an increased demand for chemical fertilizer. With the 
reduced use of farm manure. the soil fertility has mark- 
edly dropped. To stabilize and raise the output of farm 
crops, it will be necessary to constantly increase the use 
of chemical fertilizer. This vicious cycle has inflated 
demand for chemical fertilizer. For this reason, paying 
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attention to farm manure and green manure is of great 
importance in easing the contradiction between the 
demand and supply for chemical fertilizer. 


Some comrades hold: To consolidate the market of the 
means of agricultural production and straighten out the 
interest relationship between industry, agriculture, and 
peasants, we should adopt the following specific meth- 
ods: Governments at all levels and the relevant depart- 
ments should supply at government prices all, or at least 
most, of the raw materials and energy needed to produce 
the means of agricultural production. Otherwise, it will 
be impossible to stabilize production costs and selling 
prices. Moreover, it is necessary to control the opera- 
tional channels and reduce the intermediate links of 
circulation. That is to say, apart from the supply and 
marketing cooperatives, producers, and the peasants’ 
cooperative Organizations, no other units or individuals 
are allowed to engage in this business. In this way we can 
prevent multiple resales at higher prices. With regard to 
the products of major chemical fertilizer plants under 
state distribution, the agricultural production means 
companies at the provincial and prefectural levels will 
only perform the function of planned distribution with- 
Out engaging in operation. These will be directly handled 
by the supply and marketing cooperatives at and below 
the country level. The products of small fertilizer plants 
will be handled by the township supply and marketing 
cooperatives, with the county's agricultural production 
means companies responsible only for the distribution of 
quotas. Plants are encouraged to create conditions to 
stock fertilizer during the slack seasons so that the 
grass-roots supply and marketing cooperatives and the 
peasants’ cooperative organizations can directly pur- 
chase from them. To stabilize and control the prices of 
agricultural production means, the operational depart- 
ments should change the method of obtaining the differ- 
ences in interest rates from the purchasing prices into 
one of drawing an absolute amount from the business 
turnover or reducing the interest rate proportion from 
the portion of negotiated prices. Moreover, it 1s neces- 
sary to strengthen control over price auditing and market 
supervision. In particular, when deciding on or dealing 
with problems, party and government leaders at all levels 
should overcome the tendency of being partial to cities. 
industries, and departments out of one-sided financial 
considerations. They should genuinely place the interests 
of the peasants in an important position. 


State Auditors Uncover Cases of Corruption 
HK250705 1488 Beijing CHINA DAILY 
(BUSINESS WEEKLY) in English 25 Jul 88 p 1 


[By staff reporter Yuan Zhou] 


[Text] State auditors are helping to clean up government 
in China by unearthing financial irregularities and cases 
of fraud, waste and corruption. 
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They found more than 2.2 billion yuan had been used 
illegally between January and May, and financial irreg- 
ularities had resulted in the waste of more than 89 
million yuan, according to the State Auditing Adminis- 
tration. 


A senior administration official said last week that the 
auditors checked accounts at 65,000 units. Of these, 216 
businesses and institutions had misused funds most 
seriously, each involving at least one million yuan. The 
160 biggest wasters lost or squandered at least 100,000 
yuan each. 


The official said the auditors also uncovered 25 cases of 
embezzlement involving at least 10,000 yuan each. 


Of the total funds misused, more than 500 million yuan 
was owed to the State. So far, more than 400 million 


yuan has been paid. 


Accounts at more than 18,000 units are still being 
checked, the official said. 


He said the State is showing more concern for national 
auditing work and has recently placed it under the direct 
control of Premier Li Peng. 


This year, the national auditing offices have concen- 
trated on examining the revenues, expenditures, institu- 
tional spending, self-funded building projects and man- 
agement of farm materials by government offices and all 
businesses affected by State financing. 


Although spending on cars, air-conditioners and other 
luxuries decreased from the same period last year, there 
still are conspicuous problems in the management of 
farm goods and capital construction, he said. 


According to reports from provincial auditors, some 
local government offices and State businesses are abus- 
ing their power by illegally trading in fertilizers, plastic 
sheeting for farm use and other scarce farm materials. 


The Beiji newspaper ECONOMIC INFORMA- 
TION reported that 60 companies set up by officials in 
South China’s Guangxi Zhuang Autonomous Region 
netted a profit of 4.79 million yuan by illegally trading in 
51,000 tons of scarce fertilizer. 


Last week, the Central Government issued a circular 
calling for the disbanding of companies backed by gov- 
ernment offices which are engaged in profiteering. 


The circular was intended to curb increasing malprac- 
tices by corporations and enterprises resulting from their 
simultaneous performance of administrative and mar- 
agement functions. 
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In attempting to control the excessive building of hotels 
and restaurants, the official admitted that his auditors 
have met a lot of pressure from all sides because the 
projects have endorsement from some influential offi- 
cials. 


But he pointed out that State leaders are firmly support- 
ing the auditing offices. Some excessive building projects 
have been either stopped or postponed after intervention 
from them. 


Premier Li Peng told the administration officials to deal 
mainly with Central Governmen. offices, businesses 
directly under the government, and sectors which greatly 
affect State finances. 


“The auditors have to be just, enforcing the law in the 
interests of the public,” he said. 


The administration's deputy-chief auditor Zhen Li out- 
lined three current tasks for the national auditors. They 
are supervising the expenditures of government offices 
by regularly checking their finances; making it a rule that 
all building proyects of hotels and restaurants be checked 
before they are started; and intensifying the auditing of 
purchases made by social institutions. 


State Council Economist Discusses Price Reform 
HK2507020188 Hong Kong LIAOQWANG OVERSEAS 
EDITION in Chinese No 29, 18 Jul 88 pp 5-6 


{Article by Lin Chen (2651 2525): “Maintaining Cur- 
rency Control, Reforming Prices—An Interview With 
Economist Wu Jinglian’’} 


[Text] Editor’s note: How should China's price reform be 
carried out in light of national conditions? Different 
economists on the mainland have different views on this 
issue. With this question in mind, this reporter inter- 
viewed economists Wu Jinglian and Hua Sheng on 
separate occasions. Wu Jinglian, an economics profes- 
sor, is executive director of the Economic, Technologi- 
cal, and Social Development Research Center of the 
State Council. Hua Shevg, holder of a master’s degree in 
economics, is deputy director of the Political and Eco- 
nomic Research Office of the Economic Research Insti- 
tute of the China Academy of Social Sciences. They have 
different thoughts on China's price reform and represent 
the views of certain people in China’s economic circles. 
These two interviews may help our readers understand 
more clearly the urgency and complexity of price reform 
in China. [end editor's note] 


People may have noticed the reappearance of a lively 
situation in economic structural reform. Price reform 
has become a favorite topic while the “contract fever” is 
still running high. This change is inspiring and has at the 
same time caused some confusion among less-informed 


people. 
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What is the reason for proposing that it is time to carry 
Out price reform? On the afternoon of 2 July this reporter 
interviewed Wu Jinglian in the office of the Economic, 
Technological, and Social Development Research Cen- 
ter of the State Council. 


“Price Reform Cannot Be Evaded” [subhead] 


Wu Jinglian first talked about his general thoughts on 
reforms. 


He said: China must embark on the road of socialist 
commodity economy in its economic development. It 
has taken us decades to come to this common under- 
standing, and we have paid a high price for it. 


But different people hold different views on how China 
should go ahead along the road of socialist commodity 
economy. 


The main view is this: Evading price reform for the time 
being, efforts should be focused on enterpnse reform 
with the aim of invigorating enterprises and straighten- 
ing Out the economy by delegating powers to the lower 
levels, allowing enterprises a larger percentage of profit 
retention, and formulating a new enterprise system. 
Price reform can be carried out after the completion of 
enterprise reform, SO as not to cause upheavals in soci- 
ety. Although the “decision” of the 3d Plenary Session of 
the 12th CPC Central Committee stresses that “price 
system reform is the key to the entire economic struc- 
tural reform,” China has for the last few years adhered to 
the above line of avoiding the difficult and dwelling on 
the easy in its reforms. 


Undoubtedly, this line of thought has played a very 
important role in propelling the wheel of reform. Wu 
Jinglian pointed out, however, that this 1s not the fun- 
damental way to resolve the problem. 


He said: As a matter of fact, according to the reform 
target of establishing the socialist commodity economy. 
the essence of reform does not lie in delegating powers to 
the lower levels or allowing enterprises a larger percent- 
age of profit retention, but in bringing about a change in 
the distribution of resources. In economic terms, this 1s 
called transformation from a mandatory resources dis- 
tribution system into a market-type resources distribu- 
tion system. 


There are three important links in this transformation: 

The first link is carrying out enterprise reform, the 

second link is forming a competitive market, and the 

third Iink is setting up an indirect regulatory and control 

—_ The hub connecting these three links is price 
‘orm. 


An American economist named Fei Chinghan [6316 
2529 3352] once said: When the prices of commodities 
are irrational, the rise and fall in enterprises’ profits will 
be meaningless; and when the rise and fall in enterprises’ 
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profits cannot explain any problem, regulatory means 
including interest rates cannot play their role. After 
quoting this foreign economist, Professor Wu Jinglian 
gave this example: The China National Petrochemical 
Corporation is the first profit-making corporation in the 
country. But at a time when oil prices are excessively 
low, it is difficult for us to say whether its profit-making 
business should be attributed to its oil prices or its 
management. When prices are irrational, enterprises will 
find it impossible to carry out accurate cost accounting 
and to engage in competition on an equal basis, let alone 
can they really assume sole responsibility for their losses 
and profits. 


Over the last few years we have given much thought :o 
enterprise reform, but the results are not very satisfac- 
tory. As soon as enterprise reform started, we stressed 
the necessity of improving economic results. But statis- 
tics show that results in the entire national economy are 
still low, and this has been a serious headache for us. It is 
true that this situation has not emerged because price 
reform has not been ir:*:iuted. But we cannot deny that 
irrational prices have become obstacles to enterprise 
reform. 


When prices are irrational, the market cannot provide 
accurate information for enterprises, and there will be no 
standard to yo by in awarding the good and punishing 
the bad or in carrying out regulation and control. 


Things are precious when they are scarce. The commod- 
ity economy regulates supply and demand by relying on 
price information for the purpose of making effective use 
of resources. But this basic principle does not apply to 
China's economy. On the contrary, the more undersup- 
plied a commodity in China, the lower its price. For 
example, agricultural products, raw materials. energy. as 
well as traffic and telecommunications facilities are in 
short supply but their prices are the lowest. This has 
made it difficult to increase undersupplied products by a 
large margin and to reduce oversupplied commodities. 
The processing industry has registered the fastest growth 
for the last few years. The state has for long time been 
aware of this abnormai situation and is consciously 
devoting its efforts to developing the communication 
and energy industnes. However, this macroregulation 
has not produced prominent results. Take the develop- 
ment of electric power as an example. According to the 
expenences of some countries, the development of elec- 
tric power should exceed the industrial growth rate by 30 
to 60 percent. But the development of electric power in 
our country has been falling behind the industrial growth 
rate by 20 to 40 percent since 1986. Why? Because the 
charges for electricity are too low. Thus many depart- 
ments are not willing to make investments in power 
construction, and it is difficult to encourage high energy- 
consuming departments to carry out technical transfor- 
mation and save electricity. 


Wu Jinghang added: The above analysis shows that it 1s 
unrealistic to evade price reform. This 1s like refusing to 
cross over a deep gap betweea two economic structures 


using the only bridge spanning it 
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The old structure is being broken but the new one has not 
been set up. Therefore efficiency is not high. There is an 
urgent demand for speeding up the country’s construc- 
tion and improving the people's livelihood. This has led 
to the emergence of financial deficits, inflation, and 
other negative factors, and has also determined that 
price reform allows no further delay. 


“Cold Water” and “Tonic Drink” [subhead] 


The reporter asked whether the double track price sys- 
tem currently implemented is a type of price reform. 


Wu Jinglian said: This double track system is a type of 
policy exercised under given circumstances, rather than 
a type of price reform. 


He added: During the intial stage of reform, the double 
track system is conducive to evading ideological ohsta- 
cles and to making a breakthrough in the old struc. ure 
strongly influenced by the habit of persisting in manca- 
tory plans. Furthermore, it will also encourage enter- 
prises to increase their initiative in producing undersup- 
pled products. However, we should also admit that the 
double track system and the policy of one commodity 
with multiple prices have their negative aspects. Viewed 
from the present situation, the double track system has 
become more harmful than useful. If it 1s not abolished, 
it will hamper the further development of reform. Under 
the double track system, we cannot appraise enterprises’ 
economic results, because there is no equal competition. 
When talking about this problem, the Guixi smelting 
factory director gave a vivid description by saying: Some 
enterprises are enjoying “tonic drinks” (preferential 
treatment for prices and interest rates), others are drink- 
ing “cold water” (using high price raw materials and 
fuels as well as paying high interest rates on bank ioans). 
How can they engage in competition? 


Some people said that the double track system would not 
cause any problem as long as a strict demarcation is 
drawn between high price and low price regions. Wu 
Jinghan said: If a strict demarcaiion could really be 
drawn, the double track system would have been practi- 
cable. But historical experience has proved that no clear 
demarcation can be drawn between “high price regions” 
and “low price regions,” because production, supply, 
and marketing are intertwined. In such cases, enterprises 
finding “no way out” have no alternative but to accept 
bad luck without complaint. 


In addition, the double track system has aggravated 
unequality in distribution, thereby allowing some people 
to abuse their powers for personal gain. As a result, 
corruption has worsened. As some people said, the 
“speculating officials” who have made money by foul 
means are selling their power instead of their goods. This 
1s by no means irrelevant to the double track system. 
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Wu Jinglian further analyzed: Everyone should be equal 
before commodities and can engage in equal competi- 
tion. This is the basic norm for economic life in a 
commodity society. But under the double track system, 
customers with different status and having different 
relations with the sellers can enjoy different prices. 
Public competition legislation in many countries main- 
tains that price discrimination is illegal and is intolerable 
under the basic concept of value in the commodity 
economy. Under our existing structure, however, this is 
a matter of course. If this is allowed to continue, how can 
form a new order of the socialist commodity economy? 


Prices are a basic factor for the commodity economy. If 
this factor is seriously distorted, not only is it impossible 
to form a market mechanism, the setting up of mecha- 
nisms for other regulatory factors, such as rational inter- 
est rates, tax rates, and exchange rates, will remain 
empty talk. 


He said: We should lose no time in carrying out price 
reform so as to form a competitive market environment 
together with financial, taxation, and monetary reforms. 
In addition, the organization of enterprises should be 
simultaneously reformed, with the aim of drawing up the 
framework of a new economic structure within 5 years. 
This will be a genuine reform leading to the formation of 
a market mechanism. In this sense, the suggestion on 
instituting price reform without delay may mean a 
change of strategic importance in China’s structural 
reform. 


The Crux of Price Reform Is Maintaining Currency 
Control [subhead] 


“Then, is it the best time for price reform?” 


Wu Jinglian analysed the reporter's question. He said he 
was in favor of providing a relaxed environment for 
price reform. This relaxed environment is characterized 
by the basic balance between aggregate social supply and 
aggregate social demand. Although price reform is aimed 
at rationalizing the price parity structure, it is apt to 
cause an upward adjustment of prices. If we do not carry 
out price reform when aggregate supply and demand are 
in salance, there will be no large-scale increase in the 
total level of prices. But if aggregate demand exceeds 
aggregate supply and there is too much money injected, 
prices will rise by a large margin even if price reform is 
not instituted. In such cases, it will be difficult to carry 
out price reform. 


In the Ist half of the 1980's, there was a good opportu- 
nity for China to carry out price reform. At that time, 
agriculture was ascendant and the state had adequate 
financial resources. But we missed this opportunity due 
to various reasons. The possibility for price reform 
presented itself again in 1986 when the state introduced 
a deflation policy. Due to various reasons, however, the 
price reform program that had been scheduled for imple- 
mentation was postponed. 
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Now aggregate demand is far exceeding aggregate supply. 
This has led to an increase in money injection, and 
pressure of price increases is becoming heavier. In the 
meantime, the central government's financial resources 
and ability to regulate and control are weakening. These 
anen have added to the difficulties and risks of price 
reform. 


Will there be any improvement if price reform is delayed 
for | or 2 years more? Wu Jinglian said: Experience over 
the last 2 years indicates it is difficult for such a situation 
to appear. When prices are not straightened out and no 
market has been formed, enterprises cannot have genu- 
ine autonomy and it is difficult to bring about a large- 
scale increase in industrial and agricultural production 
or large-scale improvement in macroeconomic results. 
This will make it impossible to eliminate inflation. 
Moreover, corruption has much to do with taking advan- 
tage of loopholes in the double track system. So corrup- 
tion cannot be uprooted without changing this system. 
The continuation of this situation will weaken the 
masses’ support for reform. Therefore the present oppor- 
tunity is not as good as the previous one, in terms of 
Carrying out price reform; but in comparison with the 
future, it may be a better one. 


Wu Jinglian said: Unlimited postponement of price 
reform is not a way out, still less should we agree to some 
economists’ suggestion on slowing down price reform 
without maintaining currency control. As he pointed 
out, the only way out is to take better measures to create 
more favorable conditions and to institute a full set of 
reforms focusing on prices. Only thus can reforms be 
made a complete success. 


Academy Economist on Double-Track System 
HK2507004588 Hong Kong LIAOWANG OVERSEAS 
EDITION in Chinese No 29, 18 Jul 88, pp 7-8 


[Article by Du Yuejin (2629 6460 6651): “Young Econ- 
omist Hua Sheng on the Merits and Demerits of the 
Double-Track System”’] 


[Text] This year, the specter of price increase has been 
hard on China. The fact that the margin of increase is 
very large and that it has continued for a long time is 
unprecedented in recent years. While analyzing the rea- 
sons contributing to price increase, what people talk 
about the most is nothing more than the chaos in the 
circulation field. Many people maintain that the ‘‘arch- 
criminal’’ contributing to the chaos is the double-track 
system, which has been implemented in the course of 
price reform on the mainland. A few days ago, this 
reporter learned that Hua Sheng, one of the active 
initiators of the double-track system, and a young 
scholar at the Institute of Economics under the Chinese 
Academy of Social Sciences, had just returned from 
Britain after completing his advanced studies. There- 
fore, I interviewed him on the double-track system. 
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Double-Track Phenomenon Does Not Mean Double- 
Track System [subhead] 


Reporter: Recently, people have been talking a lot about 
the double-track system at home. Could you tell us your 
view on this issue? 


Hua Sheng: | have a feeling that when criticizing the 
double-track system, many people are not truly clear 
about the system. What we mean by the double-track 
system specially refers to the double-track system for 
basic industrial goods, namely industrial means of pro- 
duction. Industrial consumer goods are not included in 
the system. In addition, a double-track system has been 
used for a long time in China with regard to agricultural 
and side-line products. Parts of them are monopolized 
by the state in terms of purchase and marketing, and the 
rest can be bought and sold on the free market. Some- 
times there are several prices for the same high-grade 
and durable consumer products. But this has nothing to 
do with the double-track system, because the state has 
never applied the system to such products. In the final 
analysis, the reason for the “double tracks” or “multiple 
tracks”’ is that the planned prices are too low, «nd that 
demand has exceeded supply. This has provided «pecu- 
lators with an opportunity that can be expioited. 


Reporter: In other words, the doubie-track system has a 
special implication. It is not “all-inclusive.” 


Hua Sheng: Exactly. The double-track system does not 
mean double-track phenomenon. In passing, ! read in a 
newspaper report that some people propose the estab- 
lishment of state-operated shops with special prices. 
These shop will sell expensive goods. Actually, this 1s 
also a kind of double-track system. But it is the worst 
double-track system, because it is an unfair practice. 
Those who have power and know how to make backdoor 
deals can buy cheap goods. But people, who have no 
power, or do not know their way around, have to pay 
more money to buy those expensive goods. No wonder 
common people would curse it unceasingly. 


Reporter: Would you mind briefly te!ling us the origin 
and development of the “double-track system” in 
China? 


An Inevitable Choice Under Special Historical Condi- 
tions [subhead] 


Hua Sheng: The idea of the double-track system was put 
forward in 1984. At that time many local enterprises, 
collective enterprises, and township and town enter- 
prises in particular, were unable to obtain materials 
controlled by state planning. To survive, they tried every 
legal and illegal means to get those materials controlled 
by state planning. With the development of production, 
this problem became increasingly acute. Some people 
jokingly said that there were several prices for goods 
except airplanes and big guns. At that time, it was our 
intention to group together those multiple prices, which 
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were not set by state planning, into market prices, so that 
these transactions would be legalized. At that time, the 
general mood of society was comparatively pure. People 
rarely thought about reselling industrial consumer goods 
at a profit. Even if we did not implement the double- 
track system, the level of reselling the means of produc- 
tion at a profit would not remain unchanged. 


Reporter: At that time, were there no other options 
except the double-track system” 


Hua Sheng: There were two other options. First, we 
could complete price reform by adopting the method of 
letting the state regulate the prices. But it was by no 
mea.’s easy to do so. If the regulation was carried out 
slowly, risk could be avoided. But, with such slow and 
small regulation, it was difficult to provide correct signs 
of prices to direct investment and readjust the produc- 
tion setup. 


If we regulate prices at one gulp, the restriction of “small 
steps” could be avoided. But the risk was great. There is 
no need for me to talk about this in detail. 


What I should mention is that as far as the fulfillment of 
price reform was concerned, both small and big price 
regulation would only mean price control by adopting 
the traditional method. By adopting this method, the 
price system might approach the reasonable level within 
a short period of time. However, due to the fact that a 
mechanism for “completely” changing the unreasonable 
price system had not been formed, the temporary bal- 
ance was nothing but a prelude to another price regula- 
tion. 


On the other hand, due to the fact that enterprises had 
not been “disconnected with” the government, there 
would be unending bargaining in every price regulation. 
It was easier for enterprises to “get” more from the 
conference table. As a result, the following situation 
might frequently occur: The state lost ground to locali- 
ties, and localities lost ground to enterprises. Price 
regulation meant a concerted action of “price—tax— 
finance.” Such a concerted action only meant the pro- 
portionate magnification of the old pattern. Under such 
circumstances, the aim of price reform—effective distri- 
bution of resources and improvement of the production 
setup through the rationalization of the price system— 
became nothing but an illusion that cannot be realized. 


Another option for price reform was to completely free 
prices, and let them be fully regulated by the market 
mechanism. Although this method was quite ideal, we 
had to take a great risk. In the meantime, we would face 
the following questions which could not be solved in a 
short period of time: How should we further link plan- 
ning with market? How should we form a competitive 
market and a number of main independent market 
systems? Therefore, only a few people supported this 
option. 
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It 1° appropriate to say that the double-track strategy, 
which combine the practice of freeing and regulating 
prices, has absorbed the strong points and avoided the 
defects of the two options mentioned above. It is an 
inevitable choice under special historical conditions. 
Therefore, even at that time, it was accepted by the 
majority of people. 


There Must Be a Fair Evaluation of the Dout e-Track 
System [subhead] 


Reporter: In this case, how should we evaluate the 
achievements of the double-track system? How should 
we explain people's criticism of it? 


Hua Sheng: | think that a specific analysis is needed. 
Although people hold divergent views on the merits and 
demerits of the double-track system, the following 
changes which have taken place in our country’s eco- 
nomic life cannot be negated. We have initially set up a 
market of the means of production, and the proportion 
of means of production controlled by the state plan is 
getting smaller and smaller. According to the latest 
estimation, it is less than 30 percent. The proportion of 
regulation by market mechanism is getting increasingly 


larger. 


The implication of these changes must not be underes- 
timated. We have determined to develop a commodity 
economy. In not too long a period of time, we have 
succeeded in introducing market mechanism into our 
country which has pursued a product economy for a long 
time, and brought about a change in its mechanisms. 
This has prepared the way for future price reform. 


Reporter: How do our experts and scholars view the 
double-track system? 


Hua Sheng: Generally speaking, scholars at home do not 
think highly of the double-track system, probably 
because it is a transitional method. In our country, many 
people look down on “transition.” However, the success 
of present-day China lies in this transition. 


Let me turn to the question you asked earlier: How 
should we explain some negative, or even corrupted 
phenomena arising in the course of the double-track 
system” 


One of our starting points for implementing the double- 
track system is to eliminate the phenomenon of multiple 
prices for industrial means of production, and to stop 
speculation. However, like the Monkey King which takes 
a fan of the iron-fanned princes by mistake, we fan the 
flames instead of extinguishing them. We can hardly 
blame people for their complaints about the double-track 
system. However, does this mean that the double-track 
will inevitably lead to speculation and corruption? | 
think that it is improper for us to jump to such an abrupt 
conclusion. 
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The double-track system is not our convention in the 
1980's. I mentioned earlier that China has pursued a 
double-track system for a long time with regard to the 
purchase and marketing of grain and edible oil. In this 
respect, we have scored a success. We can continue the 
system with regard to the purchase and marketing of 
grain and edible oil without serious speculative activi- 
ties. Why? I have personally summed up three experi- 
ences in this regard. 


1) We have strictly separated fair-price market from 
high-price market. As far as peasants who produce the 
goods are concerned, after fulfilling the quotas of the 
planned purchase of the state, they can sell the rest of 
their goods on the free market at a negotiable price. As 
far as consumers in towns and cities are concerned, they 
can buy these goods on a ration basis from the state- 
operated shops to satisfy their basic need. If they want to 
eat more, or want to have something special to eat, they 
have to pay more to buy them on the free market. The 
two markets are completely different. 


2) We have adopted a comparatively fair method for 
distribution. The supply of agricultural and side-line 
products for residents of towns and cities is on a ration 
basis. They buy these products with coupons. Under this 
system of distribution, everyone is equal. If grain supply 
is not based on resident booklets, but on “a brief note 
written by a leader,” it is difficult to avoid chaos. 


3) We have established an administrative system to deal 
with those who dare to challenge the law. Just like in 
sports competition, the reason why we formulate rules 
and regulations is because we cannot completely rely on 
self-restraint of the competitors. Isn't that so” 


Reporter: Are these experiences applicable to the double- 
track system for means of production? 


Hua Sheng: Yes, they are. However, very often it is easier 
said than done. The double-track system has demanded 
two completely different markets, but some people do 
not like this, because they can “fish” only in “troubled” 
waters. Let me give you an example. The power for the 
distribution of goods and materials is in my hand, 
whereas you are a director of a processing enterprise. If 
raw and processed materials are supplied to you on a 
ration basis «nd at a fair price, you require nothing from 
me. I am only iike a clerk in a grain shop. However, if the 
amount of the raw and processed materials supplied to 
you at a fair price is not rigidly fixed, there is something 
which I can make use of. I can resell these raw and 
processed materials to those who offer a higher price. I 
can also rese!! them to someone who can provide me 
with my various kinds of “convenience,” although the 
price he offers is not high. I can also establish a company 
to “resell at a profit” in a perfectly justifiable way those 
processed and raw materials allocated and transferred by 
the state. 
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Reporter: Some persons abroad say that some of us do not 
truly pursue the double-track system, but “take advantage” 
of it. It is not without basis for them to say so. 


Hua Sheng: Some departments can solve their own 
problems, but they do not want to stop up the loopholes. 
They deliberately “enliven” the situation so that they 
can profit from it. 


Of course, we have our own mistakes and faults. We 
failed to take the opportunity to promptly establish a 
market of means of production. The supply of some of 
our means of production is not completely freed. 


To sum up, we have at least discussed three kinds of the 
double-track system. First, the double-track system cov- 
ering the supply of grain, edible oil and nonstaple foods 
in China, which is restricted in both price and quantity. 
This double-track system, which sticks to convention, 
can avoid chaos. But it is not regulated by market 
mechanism. Second, the shops of special prices men- 
tioned above. It is a double-track system based neither 
on fair price nor market mechanism. It 1s a double-track 
system in retrogression. Third, the double-track system 
for the supply of the means of production in China. The 
purpose in pursuing the system 1s to move to a market 
system. Now it has been turned by some profiteers into 
troubled waters from which they reap their private 
benefits. Actually, as long as we learn some experiences 
from the first kind of double-track system, it 1s not 
difficult to resolve chaos. Now the problem ts that many 
people make no distinction between mght and wrong. 
They escort the true Li Kui, who always takes up the 
cudgels for the injured party. to an execution ground, 
because the fake Li Kui has committed a crime of 
waylaying. [Li Kui is a hero in the Chinese classical novel 
“The Water Margin™} 


Reporter: What is your comment on the double-track 
system, then? 


Hua Sheng: It might be necessary for me to “avoid 
arousing suspicion.’ However, considering that the price 
reform for the next stage 1s important to China, I must 
say that the double-track system 1s a positive and safe 
way for price reform with Chinese characteristics. Prac- 
tice has proved that we have followed a comparatively 
successful road. Some people have cast doubt upon 
success, mainly because at the beginning we underesti- 
mated those negative phenomena which might occur. 
Besides, we have not done enough systematic supporting 
work to promote the reform, and have failed to take 
forceful measures to solve the problem. In the future, we 
will devote our attention to solving these problems. 
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How To Carry Out the Price Reform for the Next Stage? 
[subhead] 


Reporter: Do you mean that instead of abrogating the 
double-track system, we should intensify it during the 
price system for the next stage? 


Hua Sheng: There is no other solution except this. The 
problems we will face in the future are similar to those 
which we encountered in 1984. Should we regulate, or 
completely free prices? Or should we integrate price 
regulation with the practice of freeing prices? Just as we 
have discussed above, regulation alone will not help us 
attain the objective of systematic reform. Judging from 
the present market situation, we know that we still lack 
means of production, and durable consumer goods such 
as color television sets, and so on. We also lack a 
sufficient supply of famous-brand cigarettes, good wine, 
agricultural means of production, and so on. Some 
people will resell them at profit. Their prices will double 
after they are freed. According to a conservative estima- 
tion, such excessive price increase in addition to a chain 
reaction will lead to a three-figure inflation rate. Obvi- 
ously, this is unacceptable to us. Therefore, the basic 
idea of the price reform for the next stage should still be 
concentrated on the double-track system characterized 
by the integration of pnce regulation and the practice of 
freeing prices. The difference is that we should widen our 
field of vision. We should consider not only price reform 
for industrial means of production, but also price reform 
for various kinds of commodities. We should consider 
not only price reform, but also systematic supporting 
reforms in other aspects. Our attention must not be 
restricted to just what we will do in | or 2 years. We 
should have a medium and long-term systematic plan- 
ning. It was difficult for us to do so in the initial period 
of reform. But basic conditions for doing so exist. 


Reporter: Could you talk about your specific ideas on 
this issue? 


Hua Sheng: First of all, we should be clear about the 
principle for designing the plan for price reform in the 
future. Everyone is equal before the market. Specifically 
speaking, we should do the following in the near future. 


—A systematic work for checking up on industrial means 
of production should be carried out. Apart from those 
industrial means of production who prices have been 
freed, we should further free .ne prices of those means of 
production which have complicated specifications, or 
are produced in stnall quantity, such as certain kinds of 
steel products, certain special machines, and so on. We 
can also develop the double-track system in kind into the 
double-track system in value. With regard to major 
products such as iron, steel and coal, and so on, we 
should establish an open distribution system based on 
residential booklets, or coupons. 
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—With regard to agricultural means of production, and 
consumer goods which are in short supply, we should 
adopt the double-track system to deal with the supply of 
grain and edible oil. The supply of these products at fair 
price must be carried out in accordance with the area of 
cultivated land, or the number of family members based 
on coupons. Their supply cannot be arbitrarily reduced. 
These coupons are transferable. Those commodities 
which have entered the market are sold at market price. 


—Those agricultural and side-line products, which have 
been freed from price restriction, can continue to be sold 
at free prices. If conditions for some other kinds of 
agricultural and side-line products have not yet 
occurred, the double-track system, which is used to deal 
with grain and edible oil, should also be appiied to them. 


While doing ali this work weil, we should make great 
efforts to establish and improve markets for various 
kinds of products, and establish their market order. We 
should admit that this 1s where our weak links lie. We 
have achieved experiences in promoting product econ- 
omy, and small commodity economy. However, we lack 
knowledge for promoting a large modern market. How 
should we promote the marketing of industria! products? 
How should we create markets when they are not avail- 
able? What are the functions of the creators of markets? 
In a specific market, what is the rational number of 
market creators? What is the criterion for high effi- 
ciency? What kind of relationship should be developed 
between market creators and the middlemen? From now 
on, we should follow a down-to-earth manner to study a 
series of such theoretical and practical problems, and 
solve them one by one. Otherwise, we will be beset with 
chaos once we free the prices of certain goods, or fail to 
enliven the market even if we have freed the prices of 
these products. 


‘Letter’ Reviews New Plan for C Economy 
HK2407070488 Hong Kong LIAOWANG OVERSEAS 
EDITION in Chinese No 29, 18 Jul 88 


[“Letter From Beying™ by Bao Xin (7637 0207): “On the 
Drawing Board Is the Blueprint for Setting Up a New 
Order of Socialist Commodity Economy”™] 


[Text] Dear Brother: 


In your last letter you asked me about the actual steps 
China has taken to set up a new order of the socialist 
commodity economy since the 9th session of the CPC 
Central Committee Political Bureau was held last June. 
Your question happens to be a question of great concern 
here, so let me give you a brief account of what | have 
seen and heard recently. 


You must remember that when the above session came 
to a close, the XINHUA NEWS AGENCY released a 
dispatch reporting the speech by General Secretary Zhao 
Ziyang on setting up a new order of socialist commodity 
economy. The speech, after it was discussed and 
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approved in principle at the session, can be said to have 
become a theoretical program for setting up a new order 
of the socialist commodity economy. Thus, to seek the 
unity of thinking and action of the party bodies and 
governments at all levels as well as the whole people 
constitutes the first important step in setting up the new 
order. To my knowledge, the speech was immediately 
relayed to lower levels and touched off strong repercus- 
sions, especially in econom:c and social sciences circles, 
which held lively discussions over it. It is generally 
believed that setting up a new order of the socialist 
commodity economy :s a strategic mission for deepening 
political and economic structural reforms. By arranging 
political and economic reforms around the central task 
of setting up a new order of the socialist commodity 
ecbnomy, we shall have a clear objective, and once the 
key link is grasped, everything will fall into place. The 
different views of scholars on setting up a new order of 
the socialist commodity economy can be seen from the 
articles and speeches carried in the mainiand press. 


According to my understanding of their articles, 
speeches, and observation, the scholars, instead of only 
giving notes in explanation of Zhao Ziyang’s speech, 
have put forward proposals of real knowledge and deep 
insight on the basis of their scientific research. You can 
catch a glimpse of their opinions from their articles and 
speeches featured in recent issues of this magazine. The 
situation cannot be mentioned in the same breath with 
that before and after the “Cultural Revolution” when 
dogmatism prevailed in theoretical research. This 1s a 
positive result of the drive to emancipate the mind which 
started 10 years ago with the discussion over whether 
social practice is the sole criterion for testing truth and 
also where China's bright future lies. 


The departments concerned are working out or have 
worked out for further discussion a concrete preliminary 
plan for setting up a new order of the socialist commod- 
ity economy, including the objective and steps of pricing 
structural reform, wage system reform, labor system 
reform, and so on. It is estimated that a rough plan will 
be ready soon and be put into effect step by step. For 
instance, the existing irrational system under which 
mental laborers receive lower pay than manual labor- 
ers—as is often referred to in vivid expression, those 
who use scalpels are inferior to those who handle 
razors—must be corrected in the wage system reform, 
but the specific measures are still under review. 


One important aspect of setting up a new order of the 
socialist commodity economy is perfecting the socialist 
legal system. Take, for example, the demand for honesty 
on the part of officials of the party and government that 
Chinese leaders have often addressed recently. The 
demand constitutes an important content of the new 
order, yet it cannot be realized until we have enacted the 
necessary laws and regulations and resolutely enforced 
them. It was explicitly ordered several years ago that 
party and government bodies are not allowed to run any 
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enterprises. The order achieved immediate results. How- 
ever, the last 2 years saw a relapse in a new from. For 
example, some veteran cadres went to certain companies 
after they retired to work in the companies’ interests by 
taking advantage of the influence they enjoyed when 
they held power. This is a new version of making use of 
one’s power to seek personal gain. This problem is 
getting more and more serious with more and more 
veteran cadres leaving office. If we fail to solve this 
problem, the retirement system will exist only in name. 
Therefore, we have to work out appropriate legislation. 
In the developed countries of the West, government 
officials are not allowed to make money for any private 
company by exploiting their residual authority after they 
retire. They must not work for private enterprises until 
some years later. Since you have been abroad for a long 
time, you must be very familiar with these laws, and thus 
it is Not necessary for me to prattle on. What | would like 
to tell you is that recently Chinese leaders have made it 
clear that China, too, will have similar laws and regula- 
tions. Before the NPC passes such laws and regulations 
into legislation, the State Council will promulgate provi- 
sional rules or ordinances for strict observance by all. 


It can be summanized this way: The blueprints for setting 
up a new order of the socialist commodity economy are 
on the drawing board, and they will soon make their 
appearance in turn. Certainly to set up a new order 1s a 
histonc process. The developed Western countnes spent 
200 to 300 years building their capitalist economic 
system, and they keep improving it. Accordingly China, 
which has introduced reform for only 10 years, has a long 
way to go. To hope for quick success and instant benefit 
is not viable, let alone to strive for immediate success a 
risk. As people often put it, the problem is half solved 
when it is raised. So the task of setting up a new order of 
the socialist commodity economy 1s half done, and we 
are justified in being confident of its success. 


Faithfully yours, 
Bao Xin 


10 July 


Pros, Cons of China's Foreign Debt Discussed 
OW2207223988 Beijing XINHUA in English 
0752 GMT 22 Jul 88 


{“China’s Foreign Debt: Pros and Cons" —XINHUA 
headline] 


[Text] Beijing, July 22 (XINHUA) —China used to be 
proud of being debt-free, but now each of the country’s 
one billion citizens owes 30 U.S. dollars to foreign 
countries. 
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According to today’s CHINA YOUTH NEWS, the cur- 
rent situation is making people wonder whether this 
change will benefit China in the long run, or will disaster 
strike a country where economic reform is in the critical 
Stages. 


China’s State Administration of Currency Control has 
warned the country’s foreign debt is growing too rapidly, 
and also pointed out the next decade will be a peak 
period for repaying debts, the paper said. 


On the positive side, Zhang Subao of Shanghai's Fudan 
University, 1s quite optimistic and said, the maximum 
20 percent of the total export earnings for debt servicing 
during the same year is as the debt 
warning line, and by 1990, the ratio for China should be 
about 10 percent. 


Chinese and foreign economists agree during peak repay- 
ment years, China has to pay back | 2 billion U.S. dollars 
in foreign debts a year, but they disagree about the 
country’s total expected export earnings at that time. 


Zhang believes during this time export earnings will 
range between 60 and 70 billion U.S. dollars, but one 
international financial institution predicts the figure 
won't exceed 47.4 billion U.S. dollars by 1992. 


An official from the State Planning Commission said, 
“about 80 percent of China's imports are hard and fast 
necessities, and if debts are paid at the expense of 
imports, normal production and people's everyday lives 
will be affected.” 


“The key to this problem is not how much you borrow, 
but how effectively you use the money,” said Jing 
Shuping, chairman of the Board of directors of China 
International Economic Consultants, inc. 


A study of 235 major enterprises carried out by China's 
Construction Bank indicates the capacity of these firms 
iS not being fully utilized, investment in one-fourth of 
them has brought no economic gain. and one-fifth are 
losing money. 


In one case, an east China factory imported a French 
assembly line at a cost of 30.5 million French francs to 
manufacture printers. By the time the line started oper- 
ation, a newer model printer was dominating the market. 
and even though the factory offered its products at a 
two-thirds discount, only |3 printers were sold. 


Another problem the paper cited 1s some officials only 
think about what might happen during their own terms 
of office. One provicial governor was quoted as saying, 
“debts left over by the father have to be repaid by the 
son.” 


NATIONAL AFFAIRS 


One Chinese city built a hotel with borrowed foreign 
money, but later found it difficult to repay the debt. City 
leaders asked their superiors for help who then passed 
the buck to their superiors. Finally, the whole debt was 
picked up by the state. 


Zhang Xiaoqiao, a State Planning Commission official, 
predicted more trouble resulting from foreign debts will 
surface after state and local foreign trade departments 
are separated. 


CHINA YOUTH NEWS warned, the international com- 
munity is maintaining sharp vigilance against the ncw 
debt crisis, and conditions for China's foreign debt are 
bound to be harder. 


Banks Ties With Foreign Counterparts 
OW2407062088 Beying XINHUA in English 
OSSS GMT 24 Jul 88 


[Text] Beijing, July 24 (XINHUA)}—Chinese banks are 
strengthening their ties with international financial insti- 
tutions to help the country’s modernization, according to 
today’s “PEOPLE'S DAILY.” 


Li Ruogu, chief of the International Research Division 
of the People’s Bank of China, said these links have 
expanded particularly in the past few years. 


In addition to the bank of international settlement, a 
central financial organization for the world’s bankers in 
Basel, and the U.S. Federal Reserve Bank in New York. 
Chinese banks have established or improved relations 
with the World Bank and the International Monetary 
Fund in Washington, the Manila-based Asian Develop- 
ment Bank, the Abidjan-based Afmcan Development 
Bank, and many foreign central banks. 


In the first six months of this year, the People’s Bank of 
China, as China's central bank, invited representatives 
from the Central Bank of Ecuador to visit China This 
bank is the first central bank in Latin America to visit 
China. 


The People’s Bank also will invite Japan's Central Bank, 
the Bank of lapan, to visit China, L: said. 


China has borrowed a total of more than 30 billion U.S 
dollars to help speed its construction. 


The total amount borrowed !asi year from the Asian 
Development Bank was | 33 mullion U.S. dollars, most of 
it used for the technological upgrading of enterprises 
through the Investment Bank of China. The rest of the 


loans are being used in energy projects managed by 
China's Huaneng Power Generation Corporiation. 
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More foreign banks have set up offices in China in the 
past few years. Some have established branches in the 
coastal cities, in accordance with the decision made at 
the recent annual meeting of branch presidents of the 
a wae & Beijing to gradually let foreign banks 
into China. 


Guangdong Province, for example, has improved links 
with foreign banks in Hong Kong and Macao. Hong 
Kong has 151 local banks and 140 foreign banks. In 
1986, a syndicate of 46 banks in Hong Kong invested 
3.33 billion Hong Kong dollars in an electric power 
station project in the province. 


With the fast growing ties with foreign banks, Chinese 
banks have developed in the past years. Total banks 
deposits more than doubled in the past nine years to 
reach 602 billion yuan. At the same time, the banks 
extended loans worth 750 billion yuan. 


Investment Bank Borrows From F 
OW 2307224588 Beijing XINHUA in English 
1420 GMT 23 Jul 88 


{Text} Harbin, July 23 (XINHUA)—The Beijing-based 
Investment Bank of China has attracted one billion US. 
dollars in foreign funds since its founding seven years 
ago, the bank's President Lu Xianlin said here today. 


During that period, the bank has also extended |.4 
billion yuan in domestic loans, Lu told the closing 
session of a national conference of heads of the bank's 
branches. 


Lu, 53, said the bank, which has a registered capital of 
foiur billion U.S. dollars, plans to borrow long-term 
loans from foreign commercial banks and West Euro- 
pean banking consortia. 


It will also issue bonds abroad to extend more hard 
currency loans to farming projects in the Pearl and 
Yangtze Deltas and the Sanjiang Plain in northeast 
China's Heilongjiang Province. 


“I think my bank's most salient feature is it dares to 
borrow money from foreign banks and to spend foreign 
money wisely,” he told the conference. 


Bank loans have funded 800 projects to date. 
The bank, a financial institution designated by the State 


Council for raising foreign money, has forged business 
ties with | 30 foreign banks and enterprises. 


It has branches in 22 province-level areas and 24 major 
industrial cities, and a total staff of | 000. 
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State Council Tightens Use of Reserve Funds 
OW 2307011388 Beijing XINHUA Domestic 
Service in Chinese 0134 GMT 21 Jul 88 


(By reporter Wu Jingcai] 


[Text] Beijing, 21 Jul (XINHUA)—It was disclosed at a 
recent Ministry of Finance meeting that the State Coun- 
cil has decided to rigorously enforce the procedure for 
approving the use of reserve funds. In the future, use of 
the central reserve funds will be approved by the pre- 
mier’s working sessions. Approval procedures for the use 
of local reserve funds should also be strictly enforced. 


According to regulations, reserve funds will be set aside 
in the budgets of all levels to cover unexpencted 
expenses. 


As a general rule in China, two to five percent of the 
budgeted expenditure 1s set aside by all levels as reserve 
funds. The specific ratio is set by the people's congresses 
at all levels. 


According to a recent announcment of a Finance Minis- 
try official, except for financial shortage caused by 
exceptionally serious natural disasters, the central 
authorities will not provide any subsidy to the various 
localities in the future, they must rely on their own 
financial resources to solve any problem they may 
encounter in the course of implementing the budgets. 


According to the announcement, expenditures must be 
brought under strict control this year. From now on, no 
new additional spending will be allowed. If such spend- 
ing is indeed necessary, it must be covered by the 
budgeted reserve funds at all levels. 


State Council Approves Trial Futures Markets 
OW 2407183188 Beyjing XINHUA in English 
1538 GMT 24 Jul 88 


[Text] Beijing, July 24 (XINHUA}—China will test the 
futures system in some areas in a bid to alleviate price 
fluctuations and improve the market system, the news- 
paper, FINANCIAL NEWS, reported today. 


The introduction of the futures system is an important 
measure to guide farmers in production according to 
supply and demand, the paper said in an accompanying 
commentary. 


The State Council leaders recently approved a report on 
the study of futures trade submitted by the State Council 
Development and Research Center and the State Com- 
mission for Restructuring the Economy. 


A big problem that appeared as a result of decontrolling 
prices of more commodities is a drastic fluctuation in 
prices of farm and sideline products, causing risks and 
losses to farmers, pushing up urban prices and worsening 
the state financial burden, the paper said. 
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Therefore, Chinese leaders have urged for the study of 
the futures system as a way to solve the problem, it said. 


According to the report, a ready condition for futures 
trade in China is the fact that most farm and sideline 
products are now subject to market regulation. Futures 
trade can be tried out for some risky varieties. 


Furthermore, the number of long-term goods delivery 
contracts nationwide, an initial form for futures trade, is 
on the increase. 


The increase in the number of these contracts is likely to 
standardize contracts for some products and turn them 
into contracts available for market deals, thus opening 
modern futures markets. 


The report proposes opening on a trial basis three types 
of futures markets in China. 


The first should concentrate on the signing of long-term 
goods delivery contracts. For example, futures trade for 
vegetables can be conducted on a trial basis on the 
existing wholesales markets or goods distribution cen- 
ters. 


Producers and dealers should play a dominant role in the 
second type of futures markets, while a few brokers 
should play a supplementary role. This type should apply 


to pigs. 


The third type should be a modern futures market which 
should center on deals of standardized commodity con- 
trtacts, and should let brokers play a dominant role. This 
type should apply to grain, jute and cotton, the report 
said. 


Seminar on Developing Private Economy Held 
HK2307065688 Beyjing GUANGMING RIBAO 
in Chinese 9 Jul 88 p 3 


[Trends in Economics” reported by Liu Shuyun (049i 
3219 0061): “Roundup of Viewpoints Presented at the 
Seminar on Private Economy”™] 


[Text] The 7th meeting of the bimonthly seminar of the 
Beijing area on “Socialist Economic Theories and Prac- 
tice’ was convened at the Beiing Teachers’ College in 
May. The meeting emphasized the discussion on the 
nature, the role, the problems, and the measures for 
handling the problems of a private economy at the initial 
Stage of socialism. 


The Contents and Nature of a Private Economy [sub- 
head] 


Most comrades consider that a private economy is an 
economy that has a certain scale, and is based on private 
investment and employment of labor; and it is capitalist 
in nature. 
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Some comrades consider the proposition that “‘an eco- 
nomic sector that has employer-employee relationships 
iS a private economy” an inappropriate one. It is because 
an economic sector that has employer-employee rela- 
tionships is not necessarily a private economy, and 
employer-employee relationships also exist in a public 
ownership economy. Moreover, a private economy does 
not only include the capitalist economy. It also includes 
the individual economy and small proprietors. More- 
over, economies with private leasing and economy with 
contracted undertakings are also included. Furthermore, 
it will be more exact to express private enterprises as 
Capitalist enterprises in which an economic employer- 
employee relationship exists. 


There are three main viewpoints on the relationship 
between the role and the nature of a private economy: |) 
We should mainly look at the role of a private economy 
in the course of economic development, and should not 
Stress analyzing its nature and its contents. 2) The 
definite nature of theoretical principles and the flexibi!- 
ity of policies should be separated, the concepts and the 
nature of a private economy should be clearly defined, 
and policies can be more flexible. 3) The viewpoint that 
socialism is only for developing productive forces has 
mixed up the role and the nature of a private economy. 


Criteria for Defining Private Enterprises [subhead] 


Al present, private ownership of assets, and employment 
of more than eight employees in general are taken as the 
criteria for defining private enterprises. Comrades 
attended the meeting have given different opinions on 
this point: |) If we do not take into account the organic 
structure of funds, differential rent, and the volume of 
surplus value, and only talk about the point of employ- 
ment of eight employees, then Marx’ original idea will be 
misinterpreted. The practice in China is that: two assis- 
tants can be employed, and the number of trainees to be 
employed should not exceed five. Together with the 
manager, it made up a total of eight persons. However, 
this is also not a scientific method. 2) Which criteria 
should we choose—the number of employees, or the 
value of exploitation in the income of an enterprise 
owner and the amount of the funds of an enterprise? We 
should make clear and definite, and scientific stipula- 
tions on the theories and policies regarding this. 


The Role of a Private Economy [subhead] 


Comrades attended the meeting unanimously hold that 
the existence and development of private economy have 
an important role in promoting the raising of the stan- 
dard of productive forces and the development of a 
commodity economy. It is because a private economy 
can: combine the essential means of production that are 
left aside; compete with the economy with public own- 
ership, promote technological progress, help enterprises 
to raise the standard of operation and management, and 
supplement the deficiency of the economies with public 
ownership; accelerate the accumulation of funds in a 
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society; arrange employment for the unemployed in 
cities and towns, and the surplus rural labor force: and be 
of advantages to earning foreign exchange through 
exports. 


The private economy can promote the raising of the 
standard of productive forces and the development of a 
commodity economy. It is due to the following reasons: 
1) The benefits of the owner of an enterprise are directly 
related to the results of the management of the enter- 
prise. 2) It includes both the consumption benefit mech- 
anism and the property nght benefit mechanism. 3) The 
property right mechanism, benefit mechanism, and com- 
petitive mechanism are enhanced. 


Some comrades pointed out that one of the characteris- 
tics of the initial stage of socialism is not the coexistence 
of diversified economic sectors, but the existence of a 
private economy. It is because diversified economic 
sectors will also exist in the intermediate stage of social- 
ism, and the existence of a private economy is contra- 
dictory to the mature socialist productive relations. 


Some comrades consider that a private economy is 
developed from the individual economy. With the 
implementation of the rural contract and responsibility 
systems, large households employing more than eight 
workers have emerged. In cities and towns, with the 
expansion of the business scale of individual industria! 
and commercial households, private enterprises have 


emerged. 


Some other comrades put forward the idea that we 
should not just simply take the private ownership system 
and the public ownership system as the reasons for the 
existence of private economy, nor should we regard 
individual economy as the foundation for the emergence 
of private economy. 


Problems That Have To Be Solved. and How To Solve 
Them [subhead] 


Comrades attending the seminar felt that the main 
problems in the development of private economy are: 
Private economy links to and depends on collective 
economy. whether party members and cadres are 
allowed to employ workers, and that a large amount of 
the funds of the owners of private enterprises is spent on 
consumption. 


The above questions illustrated that people have doubts 
about the development of private economy. The main 
reason is that some policies are not clearly defined. It is 
a correct practice to allow the existence of the private 
economy, to encourage the development of, to positively 
guide, and supervise and manage the private economy. 
However, there are different opinions on the question of 
how to guide the private economy: |) We are not going to 
guide the private economy into another type of economy 
but to guide the direction of the economic activities of 
the private economy. 2) The method of guidance is to 
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combine private microeconomy with socialist macroe- 
conomy. 3) We should guide the private economy in a 
direction that is advantageous to the development of the 
national economy, and bring it into the complete path of 
a planned commodity economy. 


Measures that should be adopted to handle the private 
economy are: |) To adopt relaxed policies and to imple- 
ment measures that can ensure the carrying out of the 
policies. 2) Clear and definite industria! and commercial 
taxes, and profit tax should be stipulated; the practices of 
evading tax payment and unreasonable levies should be 
avoided. 3) Tax policy should be reformed, and relaxed 
tax policy should be adopted so as to encourage invest- 
ment. 4) We should adopt same policies for private 
enterprises, state-owned and collective-owned enter- 
prises, and Sino-foreign joint ventures. 


Commentator’s Article on Employment Reform 
HK2207143188 Beying RENMIN RIBAO 
in Chinese 16 Jul 88, p 2 


{Commentator’s Article: “Promote *T wo Types Of Selec- 
tion} 


{Text} The reform of the labor power employment sys- 
tem refers to “two types of selection:” Enterprises select- 
ing laborers and laborers selecting enterprises. The oid 
labor power employment system was just like a “solidi- 
fying lotion” which solidifies labor power, the most 
active factor in the enterprises. Under the old system, it 
was extremely difficult for an enterprise io transfer an 
unsuitable employee from one work post to another, let 
alone remove one. 


Shenyang City’s Steel Tube Plant has set up an internal 
labor service market. The various departments and 
workshops of this plant have implemented the public 
bidding system. As a result, capable people have been 
selected to carry out the management and operation of 
the production. Surplus labor power from the plant has 
been put onto the labor service market, the plant has 
implemented the “two types of selection.” Aithough 
those failing to be selected as managerial staff or work- 
ers, might feel very unhappy, the enterprise has been 


greatly invigorated. 


Since the extensive implementation of the enterprise 
contract system, the defects of the old labor power 
employment system have been further exposed: Under 
the old system, the various departments and workshops 
in enterprises were overstaffed; the enterprise structure 
was irrational, with the first front of production lacking 
labor power and the second and third fronts being 
overstaffed; the quality of labor power in enterprises was 
poor, and enterprises had no strict labor discipline. 
According to the relevant investigations, under the old 
labor power employment system, over 80 percent of 
caterprises under the system of ownership by the whole 
people have surplus labor power, which generally 
accounts for some 15 percent to 20 percent of the total 
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number of staff and workers in the enterprise. This 
means that enterprises under the system of ownership by 
the whole people now have abou? 15 million surplus staff 
and workers. The establishment of the internal labor 
service markets in the enterprises will help to “draw out” 
surplus staff and workers trom the various departments 
and workshops to help solve the “overstaffing” problem 
and raise efficiency. This :s the first advantage of setting 
up internal labor service markets. What is more impor- 
tant is that setting up ihe internal markets has intro- 
duced the labor competition mechanism into the labor 
power management system to further smash the iron 
rice-bowl system. Consequently, capable people are 
selected to work in suitable posts. Laborers have the 
right to choose their posts but at the same time, run the 
risk of losing jobs; all laborers will have to work as hard 
as they can. 


The overstafiing problem has long existed in enterprises. 
In the past, we did not face this problem and even 
regarded it, characterized by a high employment rate but 
low efficiency, as 2 manifestation of the superiority of 
socialism. This 1s why enterprises have become more and 
more overstaffed; why “three men’s work is done by five 
men; and siaff and workers have become “unem- 
ployed” in a disguised form. This situation has seriously 
hindered the improvement of our enterprise manage- 
ment system. 


Aiong with the deepening of reform, we should take steps 
to change this situation. The reforms of Shenyang Steel 
Tube Pilani shows that reform has not only given honey 
to the people but also bitter wine. In the course of the 
economic development competition ts unavoidable. As a 
result, the superior will survive and the inferior will be 
el minated. With regard to the question of labor power, 
we are bound to come across the phenomenon of 
“employment-unemployment-reemployment.” What we 
should do is io raise work efficiency; readjust the pro- 
duction structure: create more jobs; and help those who 
*-2 temporarily unemployed to find jobs as soon as 
possible in the process of “ernployment-unemployment- 
reemployment.” 


However, the seting up of internal labor service markets 
in enterprises is only the first step in the implementation 
of the “two types of selection.” In the future, more and 
more enterprises will set up their own internal labor 
service markets, promoting the development of the mar- 
kets in cities and regions and wiil spread them to other 
trades, professions and regions, thus providing favorable 
conditions for the implementation of the “two types of 
selection.” 


State Trade Body Involved in Business 
HK 2507050088 Beijing CHINA DAILY 
(BL SINESS WEEKLY) in English 25 Jul 88 p 2 


[Text] Abandoning its past role as a government trade 
administration organization, the China National Light 
Indust: » Producis Import and Export corporation is 
changing into a comprehensive, multi-functional inter- 
national enterprise group. 
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The corporation, which used to be confined to the 
supervision of the export of light industrial products 
under the Ministry of Foreign Economic Relations and 
Trade (Mofert), is going dramatically beyond its former 
business limits. 


Following the ministry's new decision to further reform 
the country’s irrational foreign trade system, a contract 

responsibility system was introduced 
recently on a trail basis. 


“We are now allowed to do business overseas in joint 
ventures, finance, tourism, housing and real estate ... in 
short, anything that earns foreign exchange,” said Yang 
Jianwu, director of the manager's office. 


The corporation will focus its expanded business mainly 
on the international market, he added. 


Under the contract managerial responsibility system, the 
corporation signs export contracts with Mofert. The 
contracts spell out export volume, amount of foreign 
exchange earnings and allowable losses. If the corpora- 
tion exceeds the targets, it can keep a certain proportion 
of the extra income. 


The new moves, designed to boost exports by diversify- 
ing trade, are being carried out on an experimental basis 
in three export industries—light industrial products, arts 
and crafts, and garments. 


More important, based on earlier reforms which effec- 
tively decentralized foreign trade operations to compa- 
nies and manufacturers at the local level, the new exper- 
iment took the reform a step further by giving the trade 
corporation full responsibility for financial manage- 
ment. 


Under the system which prevailed for decades, foreign 
trade corporations bought goods from various enter- 
prises and in turn struck bargains with foreign busi- 
nesses. The Central Government—not the manufactur- 
ers or the trade corporation—took responsibility for 
profits and losses. 


“Since we didn’t have to worry about financial benefits, 
as the State took care of the losses, we were simply not 
motivated to do our job well,” Yang said. 


Keeping in line with the purpose of the reform, Yang's 
corporation reorganized its structure. It separated itself 
from all its branches across the country, both financially 
and administratively. 


Though these branches still maintain business ties and 
cooperation with the national corporation, they are 
independent managerial entities run by local govern- 
ments. 


“We are no longer their superior. We are now rivals, 
competing on an equal basis,’ Yang said. 
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He said the separation is good for efficient management, 
qu:ck decision-making and responsible business perfor- 
mance. 


In addition, the corporation also transformed its || 
departments into subsidiary companies and granted 
them more decision-making power. 


But Yang said some defects remain under the new 
policy. 


For example, the distribution of foreign exchange from 
his corporation’s business does not favour more exports. 
The hard currency earned sometimes does not equal the 
costs incurred in exporting. 


“With some products, like machinery and electrical 
items, the more we export, the more we lose,”’ he said. 


The export value of light industrial products was $1.5 
billion by the end of May, a 11.4 percent increase over 
the same period last year. But the results could be better 


if the policy was more encouraging, Yang said. 


The corporation already has set up some joint ventures 
in the country’s special economic zones and is producing 
paper pulp, toys, sunglasses and shoes for export. 


Moderate Industrial Production Growth Urged 
OW 2507010288 Beijing XINHUA Domestic 
Service in Chinese 0808 GMT 24 Jul 88 


[By reporter Xu Kehong] 


[Excerpts] Beijing, 24 Jul (XINHUA)—The State Statis- 
tics Bureau recently issued a special report on the ques- 
tion of China’s industrial production growth rate during 
the Ist half of this year. The current growth of China's 
industrial production is a little too fast if we take China's 
actual conditions into consideration and if we are to 
ensure long-term, sustained, and stable development. 
However, there are several underlying economic and 
social factors behind the fast industrial production 
growth which has been witnessed since the beginning of 
this year. However, the main trend 1n industrial produc- 
tion is sound if the actual situation is taken into consid- 
eration. 


In its report, the State Statistics Bureau said: Over the 
past 3 years, the consumption fund has been growing by 
more than 20 percent each year. The sources of social 
commodities for retail sales failed to keep pace with the 
nation’s purchasing power by 5.63 billion yuan in 1983; 
it was 78 billion yuan in 1987. The surplus purchasing 
power reached 427 billion yuan in 1978, accounting for 
70 percent of the 1987 total volume of retail sales of 
social commodities. 


The report pointed out: Investment in fixed assets has 
been growing by an average annual increase of 50 billion 
yuan. At the end of 1987, the total investment by 
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State-owned units on projects under construction was 
more than 3 that for projects completed in that year. 
During the first half of 1988, total investment shot up 
31.4 percent compared with the same period of 1987. 


[passage omitted] 


The report emphatically pointed out: The main trend of 
industrial growth is still sound if we take China's actual 
Situation in industrial production into consideration. 
China’s industrial enterprises have readjusted the com- 
position of product variety in line with market demand; 
turned out more readily marketable products; continued 
to deepen enterprise reform; achieved good results with 
various contract systems; quickened their pace in pro- 
moting an export-oriented economy; and improved eco- 
nomic results in various industries. [passage omitted] 


The report of the State Statistics Bureau pointed out: As 
far as needs are concerned, the current tempo in indus- 
trial production is not fast. It should be even faster. 
However, taking China's actual conditions into consid- 
eration, we realize that it is hard to maintain this fast 
growth rate in industrial production. To ensure long- 
term, sustained, and stable development, China should 
adhere to the principle of developing industrial produc- 
tion in a realistic manner and fully realize the hard fact 
that it is difficult for China to bring about changes within 
a short period in developing its industrial production. 
We must pay attention to improving economic efficiency 
instead of blindly vying with each other for faster speed. 


The report held: Currently, the key to maintaining a 
moderate growth rate in industrial production does not 
lie in industry itself. Efforts must be made to basically 
improve the imbalance between total supply and total 
demand and reduce the tremendous outside pressure on 
industrial production. All this demands that we readjust 
our investment patterns, cut down on investments, and 
adopt better measures to give proper guidance to con- 
sumer spending in an overall manner. 


Light Industry Exports Up 21 Percent 
OW 2207225388 Beijing XINHUA in English 
1422 GMT 22 Jul 88 


[Text] Beying, July 22, (XINHUA}—China’s light indus- 
try exports increased 21.2 percent in the first five 
months this year compared with the same period last 
year, Kang Zhonglun, vice-minister of light industry. 
said today. 


The output value totalled 93.92 billion yuan in the first 
six months, up 14.1 percent over last year but still less 
than the | 7.2 percent increase for industry as a whole in 
China, Kang said at a press conference. 


He said canned food, carpet and various woven articles 
each earned more than 100 million U_S. dollars in export 
sales, while metal tools, toys, plastic goods, pottery and 
porcelains each earned over 50 millon U.S. dollars. 
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This year’s total export income is expected to be 20 
percent higher than last year, Kang said. 


Material Slow Light 
HK2307081888 Beijing CHINA DAILY 
in English 23 Jul 88 p 2 


[By An Weihong] 


[Text] Despite a steady increase in output value in the 
first six months of t!:is year, China’s light industries were 
hit haid by price hikes and shortages of raw materials, 
which have made its development fall behind other 
industrial sectors. 


The production cost of light industrial goods rose by 8 
percent to 2.8 billion yuan, causing about 18 percent of 
4.400 enterprises to run in the red and at only half 
capacity, according to Kang Zhonglun, vice-minister of 
Light Industry. 


The raw material problem is chiefly responsible for the 
slow-down of production in the big industrial cities like 
Beijing, Tianjin and Shanghai. Only minor progress has 
been made and production there falls far behind eco- 
nomically advanced areas like Guangdong and Fujian 
which are also further ahead in their development of 
light industry. 


Thus, this year ts characterized by uneven development. 


Beying. Tianjian and Shanghai also lagged behind 
because of their reliance on imported raw materials, the 
invoncenient collection of needed materials materials 
from outside, inflexible policies and weaker senses of 
competition, Kang said. 


Figures released at yesterday's news conference showed 
that in the first six months of this year, the total output 
value of light industries reached 93.92 billion yuan, a 


14.1 percent increase over the corresponding period of 
last year. 


Kang said it will be no problem for his ministry to fulfil 
its 1988 target of a total output value of 180 billion yuan. 


What has been achieved so far, however, is mainly due to 
rapid growth in areas such as Shandong, Henan, Gansu 
and Anhui provinces and Xinjiang Uygur Autonomous 
Region. 


The past five months have seen a continuous and size- 
able increase in the export of light industrial goods. 
Foreign earnings of exports rose by 21.2 percent, a raie 
that 1s higher than the country’s foreign trade growth rate 
of 15.7 percent. 


The products with earnings exceeding $100 million 
inc'ude drawnwork, canned food, carpets and products 
made from straw. wicker, bamboo and rattan. 
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The increase in exports has resulted from the promotion 
of bonded warehouses throughout the industry, particu- 
larly in canned food production, a larger share of foreign 
earnings, a closer link between profits and wages and 
greater autonomy of enterprises in conducting foreign 
trade. 


Kang said more favourable policies concerning exports 
were to be made by his ministry during a special confer- 
ence scheduled for September in Beijing. 


To encourage exports, an exhibition of export products 
will be held following the conference. 


A sudden increased market demand for commodities 
such as refrigerators, beer. canned food, plastic products, 
pianos, vacuum cleaners, air-conditioners, toys and salt 
has greatly stimulated production, while production of 
bicycles, watches, sewing machines and washing 
machines has declined owing to an over-supply. 


Lack of raw materials has resulted in decreased produc- 
tion of newsprint, relief print, washing powder, soap and 
pigskin. 


Kang said the ministry is planning to use bagasse plus 10 
percent wood pulp to make badly-needed newsprint in 
the sugarcane production bases of Guangxi and Yunnan. 


Law of Value Will Protect Farmers’ Interests 
OW 2407192288 Beijing XINHUA in English 
1542 GMT 24 Jul 88 


[Text] Beijing, July 24 (XINHUA) The law of value 
must be made part of the efforts to protect the interests 
of the farmers, a national newspaper serving the farmers 
urged in a recent issue. 


Since last year, the shortage of pork, a favorite of the 
Chinese, has become serious in the country, and pork 
rationing was introduced beginning this year. the PEAS- 
ANTS’ DAILY said. 


Al the same time, farmers in some parts of the country 
have found it difficult to sell hogs they have raised, the 
paper added. 


The paper made the urge when commenting on the 
situation. 


The paper elaborated the situation, saying that in Wins 
City, east China's Jiangsu Province, the average per 
capita pork consumption dropped to 9.74 kilograms in 
the January-May period this year from 10.12 kilograms 
in the same 1987 period. 


Because of this. some places have found it difficult to 
purchase more hogs. Wuxi City purchased 32.9 percent 
less in the Janwary-May period than in the same 1987 
penod. 
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Peasants are reported to be complaining. They said that 
when pork was in short supply, the government asked to 
raise more hogs, and that as pork 1s in better supply. state 
departments refuse to purchase more hogs. 


According to earlier reports, peasants in southwest Chi- 
na’s Sichuan Province, central China’s Hunan Province 
and some other parts of the country have met with the 
same probiem. 


The newspaper commented that China's pork consump- 
tion 1s still low: A small shortage will create big problems 
and a little surplus will result in big troubles too. 


In addition, because of transportation difficulties, some 
parts of the country are still short of pork supplies while 
some other parts have too much pork. The pork process- 
ing industry still cannot readjust itself to meet the 
changing situation and the market fails to meet the 
changes in supply and demand. 


The paper called on relevant departments to take mea- 
sures to change the situation. 


Urges Large-Scale Agriculture Reform 
HK2307025088 Beying RENMIN FIBAO 
in Chinese 14 Jul 88 p 2 


[Article by Tian Yufeng (3944 7183 0023) “Pay Atten- 
tion to Economic Results of Large-Scale Management "| 


[Text] The aim in operating cultivable land on a large 
scale 1s to obtain still greater economic results. Blind 
involvement with large-scale operations may make 11 
impossible for us to achieve this aim. 


The scale of any industrial operation 1s not fixed. It 
expands or contracts with changing conditions. Certain 
conditions again form in a grven penod of history An 
attempt to seek premature enlargement of the scale of an 


Operation by sidestepping a given stage will lead to the 
operation of an economy in an opposite direction 


Therefore. what are the conditions required for enlarging 
the scale of the operation of land” Given exrsting cond:- 
toons, what 1s the proper scale” What should be the pace 
of development followed” This calls for serous consid- 
eration. Take Jilyn Province for example. In the past 4 
years or so, the number of people involved in the transfer 
of land has only accounted for 2.2 percent of the total 
number of peasant households The number of people 
taking care of transferred land has represented only | § 
percent or so of the total number of peasant households 
The large operators committed to the handling of trans- 
ferred land are also all concentrated im the castern 
mountaimous areas and the western grasslands Thies 
shows that the pace of enlarging the scale of tf ¢ opera- 
tion of cultivable land in Jilin 1s still quite slow 
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Why is the pace of transferring cultivable land relatively 
slow”? First, nonagricultural industries are not well devel- 
oped. By the end of 1987, of 10,219 villages im the 
province, about 50 percent had villa. >-run enterprises. 
But most villages had only one or two small-sized 
enterprises mainly devoted to handicrafts. The items 
taken up by these enterprises were not fixed. The source 
of income was also not steady. There was a limit to the 
number of workers absorbed. The transfer of land 1s 
closely linked to the shift of labor 


Second, peasant households’ income 1s not high. They 
have a low capacity for accumulating money. They are 
unable to make a still greater investment in production. 
In the past 2 years. despite several rises in grain prices. 
the increases have been far low, an increases in the 
prices of the means of production. Compared with | 983. 
the state purchase price for grain rose 5.6 percent. But 
the price of the means of production in the province 
went up 14.5 percent. This was 2.6 tomes the former 
Given the current upward trend in the price of the means 
of production, it can be predicted that there cannot be a 
big change in peasant houscholds’ accumulation in the 
foreseeable future 


Third. the mode of operation 1s backward. To enlarge the 
scale of production. we must have appropriate new 
scvence and technology and new ways of production. 
replacing manual labor with mechanized labor (ther. 
wise, with land concentrated in a hands of a skilled farm 
operator, a large number of rural workers have to be 
hired. This also requires the operator to have quite a high 
management level. This 1s no mean achievement, as far 
as peasants long accustomed to the small-scale peasant 
economy are concerned. Under the slogan of “concen- 
trating land in skilled farm operators.” the government 
of Jilin Province once supported several large gram 
operators in handling 500 mu of land cach The result 
was that due to poor management. most of them went 
bankrupt. Both the state and peasant operators suffered 
economic losses. From this, tt can be seen that so-called 
exapenenced farm operators are just peasants with cxpe- 
nence in farming. But farming cxperience 1s no sux str- 
tute for economic management expernence !t 1s. still less 
a substitute for modern ways of production 


Fourth, peasants do not dare to give up land Peasants of 
China have traditionally linked therr own fate with land 
They treat cultivable land as an asset and something ticy 
count on to maintain simple reproduction They do not 
dare to freely transfer land to others. who have just got 
involved in the area of the commodity economy and who 
still lack adequate cxpenence in Commodity production 
The same 1s true of even areas where township and town 
enterprises have shown good development ()f the per 
capita income of people in the Huoyadian Village of 
Lishu Town. Lishu County. Jim om the past } vears. the 
relative value from the planting trade has declined from 
year to vear In '987. per capita mcome stood at 855 
} san, with only | 32 yuan accounted for by the planting 
trade. But of all the 67 houscholds in the village. no one 
offered to transfer land 
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In light of the conditions of Jilin Province, | think that 
the current focus of the effort to increase soil productiv- 
ity and labor productivity is not the enlargement of the 


In addition, | believe that in enlarging the scale of the 
operation of land, we should not just pursue an increase 


that microeconomic effects should be organically linked 


per capita share of 2.9 mu. Village-run enterprises are 
relatively popular. Eighty-five percent of labor has 
switched over to work with enterprises. The mechanized 
farming team run by the village has five large-sized 
tractors committed to the handling ot the cultivable land 
of the whole village. The team 1s responsibie for | 3 kinds 
of work. from hauling excrement to turning over. raking 
and pressing soil. forming mdges. seed sowing, cultiva- 
(three times), fertilizer application. pest elimina- 
and thrashing Seeds and chemical fertilizers 
required by vanous houscholds are also bought in a 


again on a contract basis. But in essence, it 1s also a way 
of enlarging the scale. with a year-to-year increase in 
labor productivity and sor! productivity 


Gevernment F stablishes Grain Centers 
OW 2407142688 Beying LINHA im English 
1124 GMT 24 Jul 88 


[Text] Beying. July 24 (XINHUA+—The Chinese Gov- 
ernment has set up | 70 marketable grain counties in 


according to the latest issue of “BEING REVIEW" | 


Financially supported by the government. they are 
becoming an important source of marketable grain. it 


Says 
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These centers are distributed across major grain produc- 
ing, areas of northern Jiangsu and Anhui Provinces, as 
weii as in Jilin, Hunan, Hubei, Jiangxi and Sichuan 
Provu.ces and Inner Mongolia and Guangxi. 


The establishment of marketable grain centers was an 
important measure in deepening the agricultural reform, 
the review said. 


Since 1985, the government has abolished the state 
monopoly in the purchase of grain. Although the grain 
price has been adjusted several times, it is still compar- 
atively low in the market place. 


Combined with grain’s susceptibility to adverse weather, 
farmers have found it hard to fire their enthusiasm in 
pursuit of higher grain production. 


The new practice has achieved initial success, the journal 
says. Between 1983 and 1985: 60 marketable grain 
centers were established in China with 590 million yuan 
of investment. 50 of them produced a total 83.35 million 
tons of grain over the three years, a 34 percent rise over 
the preceding period and 15 percent more than the 
average growth rate of the country in the same period. 


Grain output rose by an average of 900 kilograms for 
each hectare, or 285 kilograms more than the average for 
China as a whole. 


The amount of grain sold to the state by each farmer 
went up from 415 to 824 kilograms, a 98 percent 
increase, and 220 kilograms more than the nationai 


average. 


In Jiangxi Province, investment in marketable grain 
centers 1s concentrated in two areas: 60 percent goes on 
constr... ting water conservancy works, and the rest is 
spent on establishing an agrotechnical popularization 
program and breeding better strains. 


In accordance with the investment agreements, for each 
yuan the grain producer got, he has to increase produc- 
tion and sell | 2.5 kilograms of grain to the state. 


With the investment, Nanchang County got additional 
equipment and instruments for scientific research. Agro- 
technical popularization stations were set up in 23 
townships in the county. 


They are responsible for repairing farm machinery, cul- 
tivating improved varieties of crops and giving scientific 
and technical guidance to farmers in grain production. 
At the same trme, they have to build some large irriga- 
tion and drainage stations to combat drought and pre- 


ven! wateriogging. 


FBIS-CHI-88-142 
25 July 1988 


The results were impressive: In 1987, the six marketable 
grain centers in Jiangxi covered 581,000 hectares, with a 
total grain output of 2.584 million tons. At an average of 
4,417 kilograms pe: hectare, the amount was higher than 
the average growth rate of the province. 


The government, apart from raising the purchasing 
prices of grain, has provided the marketable grain cen- 
ters with chemical fertilizer, pesticides and plastic film at 
subsidized prices. 


According to the provincial Agricultural Department, a 
number of new centers will be set up in Jiangxi Province 
over the next 12 years, making a total of 60 by the turn 
of the century. 


While nationally, 500 new centers are being planned. 


Some experts have made forecasts that China's grain 
output can be only pushed from the 400 million tons at 
present to 500 million tons by 2000 when the national 
total output goes up by more than eight million tons each 
year. 


If the marketable grain centers prove successful, this aim 
can be reached. But it will be a herculean task needing 
continuous reform through experience, “BEIJING 
REVIEW” says. 


Reasons for Rubber Production Stagnation Given 
HK2207135488 Beijing RENMIN RIBAO 
in Chinese 19 Jul 88 p 2 


{Letter from Feng Heping (7458 0735 1627): “Rubber 
Production Has Come to a Standstill, Prempt Measures 
Are Needed”’] 


[Text] The production of natural rubber, one of the four 
major industrial raw materials in our country, has stag- 
nated. 


—The output growth rate of the rubber plantations 
which have been producing rubber declined by some 20 
percent as compared with the normal condition, and this 
means the output of raw rubber decreased by 50,000 tons 
every year. 


—Young rubber trees and saplings are managed poorly, 
and they were growing too slowly. The growth period 
before they can be sapped extended from 6-8 years to 
10-12 years. 


—Old rubber plantati © were renewed at a slower 


speed. It was originally planned to renew 200,000 mu 
each year, but in the 2 years of 1986-1987, only 80,000 
mu of old plantations were renewed. 
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—A large number of rubber plantation workers quit their 
Original jobs and sought other jobs. Young workers were 
not willing to undertake the contracts for managing the 
plantations. As a result, large areas of rubber plantations 
went out of cultivation. 


As a sharp contrast, last year, the prices of raw rubber 
and condensed rubber sap rose rapidly. The price of raw 
rubber rose from $800 to $1,400 per ton; and the price of 
condensed rubber sap rose from $600 to $1,900 per ton. 
These price changes reflected the contradiction between 
supply and demand, and this contradiction became even 
more prominent on domestic markets. 


In recent years, the enthusiasm of the rubber production 
enterprises and individual peasants for producing rubber 
was declining, and the labor productivity also fell mark- 
edly. This was attributed to many factors. 


First, in 1984, the state changed the method of appro- 
priating funds to rubber producers into a new method of 
making loans to them. The rubber production enter- 
prises and peasants found that investment in running 
rubber plantations could only yield very slow returns, 
but must run great risks, because rubber plantations are 
vulnerable to typhoons and cold waves. So they pre- 
ferred producing other things. 


Second, the supply of fertilizer decreased in recent years, 
and was not guaranteed. The state only supplied 0.2 
kilograms of fertilizer for each rubber tree, but a tree 
actually needs 2 to 2.5 kilograms, or 10 times as much as 
the guaranteed supply quantity. The enterprises and 
peasants would rather use the limited fertilizer to plant 
other crops which yield quicker returns. 


Third, most importantly, the price of natural rubber 1s 
always strictly controlled by the state, and the price 
adjustment is very limited. Now, the prices of produc- 
tion materials are rising generally, and the costs of 
rubber cultivation have increased from 600 yuan to 
1,200-1,700 yuan per mu. In addition, the rubber plan- 
tations were depreciated at a very slow speed (it takes 
about 40 years). The old trees yield very low returns, and 
the output value cannot cover the management costs. 


In view of the above problems, it is proposed that the 
authorities concerned raise the rubber purchase price, 
use the economic levers to encourage the enterprises and 
peasants to increase rubber production, reduce or 
exempt taxes on rubber producers, giv? appropriate 
subsidies to rubber producers if they sell the products to 
the state, establish some risk funds and development 
funds, link the sale of products with the supply of 
production materials, such as fertilizer, steel products. 
and fuel, and conduct integrated management over pro- 
duction and marketing so as to arouse the producers’ 
enthusiasm and initiative and to ensure the quality of 
raw rubber and the state’s overall control over the 
natural rubber market 
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Anshan Raises Funds From Private Sources 
OW2507071188 Beijing XINHUA in English 
0536 GMT 25 Jul 88 


[Text] Beijing, July 25 (XINHUA)}—The Anshan Iron 
and Steel Company, the nation's biggest of its kind, has 
collected funds from its employees to carry out technical 


upgrading. 


Today's “ECONOMIC DAILY” reported that the com- 
pany had found its equipment and technology badly in 
need of renovation, but had a serious shortage of funds. 


However, its 220,000 employees had a large amount of 
spare cash thanks to wage raises over the past four years. 
The management hit on the idea of raising the needed 
cash from them, and has issued a total of 980,000 shares 
worth 49 million yuan and 300 million yuan-worth of 
bonds since late last year. 


This has given other enterprises a model for channelling 
money which would otherwise be used for consumption 
purposes to productive use, said an editorial note accom- 


panying the report. 


The nation’s total savings deposits of rural and urban 
residents amount to 300 billion yuan and there 1s, 
bedsides, spare cash amounting to 120 billion yuan in 
their pockets. 


“It would bring great pressure on domestic markets if all 
that money were to be used for consumption purposes,” 
said the note. “But it could bring about significant 
economic and social improvement if it were invested in 
production.” 


Supreme Court Head Addresses Court Conference 
OW 2307011888 Beijing XINHUA Domestic 
Service in Chinese 1330 GMT !8 Jul 88 


[By reporters Zhou Lixian and Zhou Changxin] 


[Text] Beijing, 18 Jul (XINHUA) —Ren Jianxin, presi- 
dent of the Supreme People’s Court, addressed a 
national court work conference today. He said: The basic 
principle of court work from now on is to give full play to 
the role and functions of judicial organs and serve the 
“central task and the two basic points” through carrying 
Out the judicial work in all fields under the guidance of 
the theory on initial stage of socialism and the basic line 
put forth by the | 3th CPC National Congress, anc! under 
the leadership of the CPC and the supervisior of the 
people's congresses and their standing committees. 


Ren Jianxin pointed out: Comrades working at courts at 
different levels should be aware that the people's court. 
as the organ for exercising the people's democratic 
dictatorship, must not only punish crime in accordance 
with the law for the maintenance of social and economic 
Stability, but also safeguard the people's democratic 
rights and other lawful rights and interests, and regulate 
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relations between various economic sectors so as to More 
effectively serve the reform and open policy and the new 
order arising from a socialist commodity economy and 
to facilitate the expansion of social productive forces. 


He stressed: It is necessary to protect and support, 
according to the law, any act that is conducive to the 
reform and open policy and expansion of productive 
forces, and to strike at and punish any that is harmful. 
Under the new situation, the people's court is an organ 
for exercising dictatorship over enemy as well as one for 
serving the people. Courts at all levels should strengthen 
the functions of protecting the people's democratic rights 
and other lawful rights and interests and of regulating 
relations between various economic sectors for the 
expansion of social productive forces, while sparing no 
effort to clamp down on criminal activities and punish- 
ing criminal offenders. Only by so doing can the courts 
thoroughly exercise the powers and duties bestowed by 
the Constitution and laws and fulfill the tasks of protect- 
ing the people, punishing crime, promoting the reform, 
and serving the modernization drive. 


To this end, Ren Jianxin urged the courts to make 
reforms and improve themselves organizationally in 
addition to carrying out the judicial work in all fields and 
bringing into full play the role and functions of judicial 
organs, which he regarded as an important guarantee for 
the people's court to fulfill the judicial tasks in the new 
era. He said: The courts should not only resolve long- 
standing problems in the judicial work for the promotion 
of a better law enforcing environment but also overcome 
the existing maladies so as to standardize and regularize 
the judicial work. 


Ren Jianxin said: In making reforms and building up the 
courts organizationally. it 1s necessary to improve the 
law enforcement work, ensuring that the laws are strictly 
executed, that the constitutional principle of judicial 
independence is implemented, and that the open trial 
system is enforced. It 1s also necessary to reform the 
court personnel managerial system by gradually setting 
up a socialist system of judges with Chinese characterts- 
tics. Efforts should be made to reform the court cadres’ 
educational. training, and managerial structure and 
establish a standard court cadres’ educational and train- 
ing system at different levels. Efforts should also be 
made to reform and strengthen the judicial administra- 
tive work. intensify grassroots building. and coordinate 
the judicial work with courts in ioreign countries. 


More Training for Ethnic Minority Officials 
OW 2207150788 Bevyine XINHUA in English 
0721 GMT 22 Jul 88 


[Text] Bering, July 22 (XINHUA}—China plans to train 
more officials from the country’s ethnic minority groups 
io help boost the economy in the country’s autonomous 
regions, today’s overseas edition of the “PEOPLE'S 
DAILY” reported. 
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Quoting the minister in charge of the State Nationalities 
Affairs Commission, the paper said, before 1990, most 
officials who are members of China's ethnic minority 
groups will participate in short-term training courses to 
make them better prepared to handle the country’s 
changing economic situation. 


According to government statistics, China now has |.5 
million officials who are members of ethnic minority 
groups, the paper said, but most of them have not 
finished college. 


In Tibet, for example, the autonomous region boasts 
53.3 million hectares of grassland, but only | 7 officials in 
the region have studied grassland management. 


Criminal Activities on Rise in Frontier Areas 
HK250705 2888 Beying CHINA DAILY 
in English 25 Jul 88 p 1 


[By staff reporter Dong Lisheng and Duan Bay:} 


[Text] China's frontier defence departments are facing 
serious tasks to prevent the hyacking of airplanes. sabo 
tage. smuggling and other criminal activities 


Gu Linfang, Vice-Minister of Public Security. told a 
national conference on the frontier defence that China‘a 
relations with its neighbouring countnes are basically 
stable, and the border areas have enjoyed peace and lack 
of tension generally But the pointed out that problems 
also have arisen, and the frontier defence departments 
are facing a heavier and more complicated task to ensure 
the security of these regions. 


He told the conference. which ended on Saturday. that 
illegal border crossings has increased in the past few 
years. 


In the frontier areas of South China's Yunnan Province. 
there are some unlawful individuals. who are intensify - 
ing their criminal activities, including robbery. stealing. 
smuggling and trafficking in drugs. he said 


Some people have created incidents in contention for 
natural resources. resulting in deaths and injuries 


These incidents sometimes caused disputes between 
various ethnic groups. damaging their unity and ser- 
ously affecting the security in the frontier areas between 
China and Burma, Gu said 


Since 1979. the Chinese and foreign passengers who 
entered or left China by air have increased by 30 per cent 
a year. He said that cases of some people attempting to 
sneak into airlines and even hiyacking them also 
increased. 
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Since 1978, China's public security and frontier check 
departments have uncovered 15,000 smuggling cases. 
They seized smuggled articles worth 420 million yuan 
($113 muilhon) from checking more than 200 million 
Chinese and foreigners at border check stations. 


“The country’s frontier defence departments are facing 
serious and complicated tasks, and must be strengthened 
under the new situation,” Gu said. 


Gu believes that a mayor reason for the increase of such 
criminal activities in recent years 1s that some people are 
trying to exploit the nation’s policy of openness to the 
outside world. 


Enterprises [subhead] 


An increasing number of Sino-foreign joint ventures and 
exclusively foreign-funded enterprises have been set up. 


Nearly 100,000 fishing vessels from Hong Kong, Macao 
and Taiwan anchor at mainland harbours each year, he 
said 


More and more Chinese and foreigners went to the 
frontier areas for making investments, establishing 
enterprises or doing other business, Gu said. 


The ports opened to the outside world now total 119, 
compared to 55 1n 1979. He said that border crossings by 
Chinese and foreigners amounted to more than 5.9 
million last year. That was an increase of 9.4 times over 
1979. Border crossing of vehicles, including airliners, 
trains and vessels, last year were 100 tomes that of 1979 


To improve the situation in border areas, the Chinese 
border departments have strengthened co-operation 
with their counter-pars in ne ghbouring countries 


He said that China has held : yore than 2.500 talks and 
meetings with these countries since 1978. These have 
helped maintain a stable situation in these areas 


State Council Information Network 
OW 2307090788 Being AINHL 4 in Enelish 
0642 GMT 23 Jul 8&8 


[Text] Beying, July 23 (XINHUA}—An information 
network 1s being worked out for ministries and depart. 
ments affiliated with the State Council, the country’s 
leading administrative body. today’s “ECONOMIC 
DAILY” reported 


To date, the paper said, 77 percent of these institutions 
have set up their own information centers. with the rest 
organizing special departments to collect information 


Workers in the more than 40 State Council institutions 
which handle information collection and processing now 
total 1.500. and these information departments publish 
nearly 70 journals. the paper said 
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The network has been designed to help China's minis- 
tries and departments carry out scientific decision- 
making and raise work efficiency in government offices. 


In addition, computers are now being used in 33 minis- 
tries and commissions which have compiled 73 data 
banks, and with preparations underway for another | 10. 


Information exchange between these institutions and 
subordinate departments is also being carried out via 
facsimile and microphones, the paper added. 


The network has aided economic forecasting based on 
information processing, the paper said, with market 
forecasts on agricultural products, industrial raw mate- 
rials use and the means of production helping enterprises 
improve management. 


RENMIN RIBAO Reports on 
HK 2407081288 Beying RENMIN RIBAO 
in Chinese 24 Jul 88 p | 


Floods 


[Report by Jiang Xia (3068 1115): “Drought Persists 
Over Wide Areas While Flooding Has Occurred in 
Places, Fighting Drought and Taking Precautions 
Against Floods Must Be Tackled Simultaneously”) 


[Text] Reports released to the press by the Ministry of 
Water Resources show: Since drought has appeared over 
wide areas of China, while torrential rains have caused 
flooding in some areas, it 1s essential to simultaneously 
fight drought and take precautions against floods. 


Since the beginning of July, there has been hot weather 
and little rain over wide areas south of the Huai He. The 
hot season drought has occurred earlier than usual and 
has spread rapidly. According to the latest statistics, | 70 
million mu throughout the country are affected by 
drought. including over 20 million mu each in Huber. 
Jiangsu, Anhui. and Henan Provinces. The level of the 
Huai He and Huang He has dropped. and over 100 large 
and small rivers in the Huaibe: area of Anhui have dried 
up. Some places are experiencing serious difficulties in 
supplying water to industry and drinking water for the 


people. 


\t the same time. flooding and landslides have occurred 
in parts of Jiangxi. (sansu Sichuan, Qinghai, and Shan- 
dong Provinces. In northe..st China, the main stream of 
the Songhua Jiang is | meter higher than in previous 
years, and there has been serious waterlogging in the 
Daqing area. while in nor’) China the wet season has 
arrived earlier than usual. Some 93 million mu of 
farmland in the country hay* been affected by floods. 
including 16 million mu where flooding has been disas- 
trous, and over S00 people h: ve been killed 


According to the near-term forecast, south China will 
continue to be covered by a ropical anticyclone, and the 
main rain areas may reman in the upper and middie 
reaches of the Chang Jiang. the lower and middle reaches 
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of the Huang He, and the Hai He Basin. The Ministry of 
Water Resources has, therefore, proposed that the south 
should continue to pay attention to fighting drought, 
while the north should be on guard against torrential 
rains and floods. At present the water levels of the large 
rivers throughout the country are below the warning 
level. Although there 1s no possibility of floods occurring 
throughout the entire Chang Jiang Basin, it is essential to 
be on guard against flooding on the Chuan Jiang and 
Han Jiang. It is necessary to be even more vigilant on the 
lower and middle reaches of the Hai, Huai, and Huang, 
where serious flooding can occur after 3 to 5 days of 
torrential rains. 


According to our information, the drought-hit provinces 
are adopting urgent measures in continuing to fight the 
drought. For instance, Hubei has already lifted over 600 
million cubic meters of water for crash-sowing crops and 
protecting seedlings on 10 million mu. The Ministry of 
Water Resources has made arrangements for and firmed 
up Organizational work for flood precautions throughout 
the country. 


Water Minister Yang on Drought Situation 
OW 2407011688 Beying XINHUA Domestic 
Service in Chinese 1343 GMT 21 Jul 88 


[Excerpts] Beying, 2! Jul (XINHUA}—Minister of 
Water Resources Yang Zhenhuai today answered ques- 
tions raised by a XINHUA reporter on the current 
drought situation in China and on the measures taken to 
combat drought. 


Question: What is the current drought situation in the 
country” 


Answer: Since May this year, drought has hit some parts 
of China. The total drought-affected area was once close 
to 300 million mu. The situation was somewhat allevi- 
ated in early July with the total drought-affected area 
dropping to more than 100 million mu. Since mid-July. 
drought in areas south of the Huai He had rapidly 
developed. According to the latest statistics, the total 
drought-affected area in the whole country reached | 70 
million mu, and provinces with drought-affected area 
exceeding 20 millon mu each included Huber, Jiangsu. 
Anhui, and Henan. 


A salient feature of this year’s drought is that sustained. 
high temperatures have prevailed in drought-affected 
areas. The temperatures in most parts of Jiangsu, Anhui. 
Henan, and Guangxi as well as in Hube:, Zhepang. 
Shanghai, Fujian, Hunan. Jiangxi. and Guangdong rose 
to 36 to 38 degrees centigrade. The temperature of some 
localities even hit 40 degrees centigrade. The sustained. 
high temperatures have rapidly worsened the drought 


| passage omitted] 


Question: What is the situation in drought-affected 


areas’ 


FBIS-CHI-88-142 
25 July 1988 


Answer: The governments at all levels and the relevant 
departments in drought-affected areas have vigorously 
strengthened their leadership in combatting the drought. 
The various departments at the prefectural and county 
levels in Hubei Province have mobilized more than 
20,000 cadres to combat the drought. The Anhui Pro- 
vincial Government has organized the leading comrades 
of various relevant departments to set up offices in 
drought-stricken areas north of the Huai He to help the 
masses solve their current problems in time. 


Various drought-stricken areas have brought the existing 
water conservancy facilities into full play. Since the 
beginning of this year, 7 billion cubic meters of water 
have been pumped from the Chang Jiang by making the 
best use of Jiangsu's ten large water pumping stations. 
Some 158,000 water pumps have been mobilized in 
Hubei Province, and more than 600 million cubic meters 
of water have been pumped to irrigate the farmland and 
combat drought, saving over 10 million mu of seedlings. 
Diesel engines, electric motors, and other water pumping 
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facilities have been mobilized in Anhui Province to plant 
and protect seedlings. More than 8 million mu of seed- 
lings have been saved. [passage omitted] 


The various departments under the State Counc! have 
allocated about 83.8 million yuan and materials to 
support various localities to combat drought. 


Question: Please elaborate on future prospects of the 
drought. 


Answer: This year’s drought 7 the Chang Jiang and Huai 
He areas is about the same as that in the same penod in 
1978, but it 1s not as serious and widespread as that in 
1978. As far as weather is concerned, this year’s No 5 
typhoon which landed at Guangdong brought some rain. 
However, if the high temperatures and lack of rainfall 
persist in the Chang Jiang and Huai He areas and in 
areas south of the Chang Jiang. the drought will persist. 
Therefore, various localities must be mentally prepared 
to combat drought over a protracted penod. 
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East Region 


Zhejiang Governor at Contract Enterprises Forum 
OW 2307010188 Hangzhou ZHEJIANG RIBAO 


in Chinese 10 Jul 88 p 1 
[By ZHEJIANG RIBAO reporter Yu Wenming} 


{Excerpts} The provincial offices on economic structura! 
reform and enterprise management jointly held a forum 
on 8 and 9 July, which was attended by officiais from all 
prefectural (city) offices on economic structural reform 
and economic commissions, as we!! as concerned enter- 
prises, to discuss the significance of satroducing compe- 
tition in contracting enterprises. 


The forum pointed out: Judging from Zhejiang’s exper- 
ence, the introduction of competition in the contracting 
of enterprises through selecting better managers 1s not 
only an effective way for deepening the reform of enter- 
prise Operational mechanisms and developing the pro- 
ductive forces, but also a major step in reforming the 
personnel system. It 1s necessary to further understand 
the great significance of this reform measure and gradu- 
ally institutionalize i so as to deepen the entire eco- 
nomic and political structural reform. [passage omitied] 


Governor Shen Zulun attended and spoke at the forum. 
Vice Governor Cha: Songyue also attended the forum 


Central-South Region 


Party Members in Hunan's Yueyang Asked To Quit 
OW 2407091688 Beying XINHUA in English 
0753 GMT 24 Jul 88 


[Text] Beying, July 24 (XINHUA}—A total of 867 
unqualified members have been asked to quit the Com- 
munist Party in Yueyang City in central China's Hunan 
Province, and another 60 corrupted elements expelled 
since last August, “PEOPLE'S DAILY” reported today 


In a bid to purify party organizations, the daily said, a 
campaign has been launched to examine the qualifica- 
tions of party members in the city’s 99 townships. 
villages. enterprises and county departments 


\s a result, 867 party members, or 2.85 percent of the 
total, have been asked to leave the party, 261 have beem 
subjected to disciplinary punishmc « and 875 are 
required to correct their misbehaviors within prescribed 
time limits 


Meanwhile. 1 added. another 60 have been expelled 
from the party for corruption, bribery, power abuse. 
gambling. defrauds. superstitious activities and other 
misconduct 
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Durtng the exam:nation. self-evaiuations were made, 
comments given by other party members, anc opinions 
of non-pariy members solicited. Those uvolved were 
allowed to defend themselves or to be defended by other 
party members 


The campaier has provided most Communist Party 
members with a chance of being educated, “PEOPi.E’S 
DAILY sand. 


Hunan Party Secretary Xiong Views Problems, Tasks 
HK2307021188 Changsha Hunan Provincial Service 


in Mandarin 0900 GMT 22 Jul 88 


[Excerpts] Hunan Provincia! CPC Committee Secretary 
Xiong Qingquan stressed in his report to the sixth pienary 
session of the fifth provincial party committee that the 
province must further deepen the economic reforms. 


On price reform, Xrong Qungquan said that the province: 
has made relatively great progress in this reform this 
year. This has played a certain role in stimulateng indus- 
inal and agricultural production and invigos a*ing urban 
and rural economy. The onentation 1s correct. The 
current problem 1s that prices have msen too much. In 
rural areas, the conspicuous problem 1s the low price for 
grain. which arouses strong reaction among the peasants. 
However. reforming the grain price 1s a mayor issue with 
a bearing on the overall situation. The central authorities 
hold that this reform must be carned out ° in a planned 
and measured way, and have asked that Hunan make no 
change in gram prices this year. 


Xiong Orngquan said: At present the problems of most 
concern to the urban residents are the food basket and 
the supply of daliy necessities produced by industry. We 
must take resoiute measures to put a halt to indiscrimi- 
nate braking and price hiking. 


In the current crucial period of price reform, the party 
and CYL members and cadres must not join in the rush 
to buy up things in the markets Stull less are organs, 
bodies. undertakings. and un:.s permitted to indulge in 
group Duying in the markets. Violators must be siernly 
punished 


Xr1ong Qingquan pointed out that deepening enterpr. 
reform must be closely ceniered on impro* ing economic 
returrs The low economic returns are mainly mani- 
fested a! present in too many personnel, low efficiency. 
great waste. and high input consumption. It is therefore 
necessary to do a good job in optimizing the labor 
combination. straightening out labor discipline, estab- 
lishing a labor market within the factones, and promot- 
ing reforms of the labor and personnel system in the 
enterprises. To improve enterprise economic returns, tt 
i$ also mecessary to perfect and develop the internal 
operational mechanism, speed up technological transfor- 
mation. and further reform and perfect the enterprise 
leadership setup 
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He said: Following the separation of party and govern- 
ment functions, it 1s not convenient for a party commit- 
tee secretary to engage in mass work outside the party 
unless he has some administrative post. To resolve this 
problem, the party committee secretary can, in principle, 
concurrently serve as deputy plant manager engaging in 
political work. 


On rural reforms, Xiong Qingquan stressed that it is 
essential to strengthen leadership and assign rural 
reforms the important status of dominating the entire 
scene. We must further perfect two-level management 
and mobilize to the maximum the initiative of unified 
management and household management. As far as 
household management is concerned, we can extend the 
scope of its activities and improve its management level. 
As far as unified management is concerned, a current 
important task is, while developing the township and 
village enterprises, to vigorously strengthen village-level 
economy. [passage omitted] 


In order to give full scope to the role of science and 
technology in opening up and development in Hunan, 
with the State Council's approval, we will establish a 
comprehensive science and technology open experimen- 
tal zone in Changsha. This will have a relatively high 
level and will undertake demonstrations. On the basis of 
experiences gained there, we will gradually establish 
science and technology open experimental zones in 
Zhuzhou, Xiangtan, Hengyang. and Yueyang, based on 
large and medium-sized enterprises, research units, and 
tertiary education institutes. 


Xiong Qingquan said Hunan’s economic work this year 
has been carried out under relatively dificuit conditions. 
Developments are better than expected. The economic 
situation was good in the first half of the year. Output of 
spring grain rose by !|(0 percent, while output of spring 
oil-bearing crops set a new record. The number of pigs 
marketed rose by 8 percent compared with the same 
penod last year, while total income of the township and 
village enterprises rose by 39.5 percent, industrial output 
value increased by |4.! percent, financial revenue rose 
by 10.5 percent, total volume of retail sales increased by 
28.2 peercnent, and al! the main economic indices were 
fulfilled relatively well. [passage omitted] 


However, we must also soberly realize that the prov 
ince’s economic development 1s also facing many diff. - 
culties and problems. The outstanding ones are: Prices 
have risen too much, due to the excessively low prices for 
grain and the shortfall in chemical fertilizer and pesti- 
cide supplies, the peasants are not very keen to grow 
grain, industrial raw materials are in short supply, and 
prices have risen. and there is a certain degree of 
difficulty in increasing production and improving eco- 
nomic returns. Capital for industry, agriculture, and 
commerce 1s very tight. The factors for a shortfall in 
revenue have increased. Sources of supply for foreign 
trade have moved elsewhere to a great degree, and the 
effort to earn foreign exchange from exports is on a 


REGIONAL AFFAIRS 


slippery slope. We must clearly understand the situation, 
brace our spirits, boost our confdence, work hard to 
overcome difficulties, and ensure the fulfillment of this 
year’s plans for agricultural production, financial reve- 
nue, and foreign exchange earnings from exports. 


Xiong Qingquan stressed in his report: We must get a good 
grasp of political structural reform and building the party's 
grass-roots organizations. He said: Political structural 
reform has only just started in Hunan. The party commit- 
tees at all levels must put this work on their agenda and 
Carry it out under leadership and with proper measures. At 
present we should focus on the following tasks: 


1. Regard keeping the party and state organs honest and 
free from corruption as a major task. We must pro- 
foundly realize that whether these organs can stay honest 
and free from corruption is bound up with the popular 
mood and with the success or failure of the great cause of 
reform. All levels and departments must act in the spirit 
of the central circular on keeping the party and state 
organs honest and free from corruption, and, in connec- 
tion with their own realities, clearly understand the main 
problems to be solved at present and take concrete steps 
for resolving them. [passage omitted] 


2. In accordance with the requirements of reform and 
opening up, we must continually step up the building of 
democracy and legal system so as to create a stable social 
environment for reforms, opening up, and economic 
construction. 


3. We must revamp and step up ideological and political 
work. In the course of reform and opening up, it will not 
do just to lay stress on material needs and individual 
interests, we must also stress ideals, morals, discipline, 
and style. These two aspects must be integrated. 


On stepping up the building of the party's grass-roots 
organizations, Xiong Qingquan said that this should 
currently be focused on grass-roots party organizations 
in the rural areas, the enterprises, and the organs. We 
must further define the duties and responsibilities of 
these organizations and do a good job in building their 
leadership groups in line with the specific demands on 
their functions. In particular, they must be assigned a 
good party branch secretary. [passage omitted] 


While stepping up education, we must take organiza- 
tonal measures against unqualified party members and 
purge corrupt elements from the party 


Xiong Qingquan pointed out that the province should 
continue to deepen the discussion on the productive 
forces criterion, and the key to doing this lies in resolving 
practical problems in connection with the reality of 
current reform and opening up and the development of 
commodity economy. This discussion should be focused 
on unifying the thinking and action of the party mem- 
bers and cadres. We must certainly not engage in a 
discussion for discussion’s sake and turn it into a purely 
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academic affair. In unifying people's thinking and 
actions, we should bring them into line with the funda- 
mental notion of ensuring that everything is aimed at 
developing the social productive forces. We must cer- 
tainly not pursue narrow-minded utilitarianism and look 
for money in everything. 


We must pay attention to guiding the party members and 
cadres to unify their thinking on the following issues: 


1. It 1s essential to apply the productive forces criterion 
to observe the situation, make a sufficient evaluation of 
the tremendous achievements and successful experiences 
of the 10 years of reforms, and make a specific analysis 
of the current contradictions and problems. 


2. We must apply the productive forces criterion to 
deepen our understand of the condition of our province, 
city, county, and township, strive to identify our own 
Status, gain a Clear picture of our strong and weak points, 
clearly understand the challenges and opportunities fac- 
ing us, strengthen our sense of urgency and responsibility 
for developing the social productive forces, and get a 
good grasp of studying and formulating development 
Strategies and counterstrategies suited to local realities. 


3. We must persist in applying the productive forces 
criterion to update our thinking and continually enhance 
awareness of developing socialist commodity economy. 


4. We must persevere in applying the productive forces 
criterion to judge right and wrong, and thus succeed in 
boldly doing everything in reform that benefits the 
development of the social productive forces and reso- 
lutely eliminating and correcting everything that does 
not benefit their development. 


Southwest Region 


Sichuan Government Meeting Discusses Tasks 
HK2307023788 Chengdu Sichuan Provincial Service 
in Mandarin 2200 GMT 22 Jul 88 


[Excerpts] The provincial government held its fourth 
plenary meeting on 22 July to sum up the work in the | st 
half of the year and make arrangements for the 2d half 
Vice Governor Xie Shyie reported on the current eco- 
nomic situation and the main tasks for the 2d half of the 


year. [passage omitted] 


Xie Shire said that the province's industrial production 
developed relatively rapidly in the Ist half of the year, 
exceeding the national average. The amount and struc 
ture of investment in capital construction became more 
rational, and the capital construction front was short- 
ened, with investment not covered by the plan being 
placed under control and key construction projects 
stepped up. The urban and rural markets were lively and 
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prosperous. There was a marked improvement in indus- 
trial and commercial economic returns. The execution of 
the budget was relatively good. The rural economy grew 
steadily despite serious natural disasters. 


The present problems in economic life are: The spring 
harvest was lower than last year, and agricultural production 
is facing a rigorous situation; prices have risen too fast; and 
the shortages of energy, transport, capital and so on will 
continue to constrain economic development. 


Xie Shijie stressed that it is extremely important to get a 

of work in the last few months of the year in 
order to fulfill the plans for the whole year. We must do 
everything possible to reap a bumper harvest in agricul- 
ture despite natural disasters, and strive to maintain 
synchronous increases in industrial growth and eco- 
nomic returns. [passage omitted] 


We must pay special attention to production safety and 
public security work, and improve market supplies, so as 
to create an excellent economic environment and a 
political climate of stability and unity for reforms and 
construction. [passage omiiied] 


After the meeting, which lasted only | hour or so, 
Governor Zhang Haoruo led cadres to Leshan City to 
deal with the sinking of the ferryboat in the Min Jiang. 


First Session of Tibet CPPCC Opens 23 Jul 
HK2407014388 Lhasa Tibet Regional Service 
in Mandarin 1330 GMT 23 Jul 88 


[Excerpts] The first session of the Fifth Tibet CPPCC 
opened in Lhasa this morning. [passage omitted] Com- 
rade Red: presided. 


As commissioned by the fourth regional CPPCC Stand- 
ing Committee, Vice Chairman (Lamin Suoilang 
Dunzhu) reported on the work of the fourth committee. 
After reviewing and summing up the great amount of 
work done by the fourth CPPCC 1n the past 5 years and 
the positive role of the CPPCC in preserving the unity of 
the motherland, strengthening nationality solidarity. and 
directly assisting in the building of socialist spiritual 
civilization, he said: We belreve that, guided by the spirit 
of the 13th National CPC Congress, the new CPPCC 
committee will act in accordance with the demands of 
the political resolution of the first session of the Seventh 
National CPPCC and the important instructions of 
Comrade Qiao Shi delivered during his inspection im 
Tibet, it wil! follow the path of building socialism with 
Chinese characteristics, hold aloft the patriouc banner of 
unity of the motherland and invigoration of China, unite 
patriotic figures of all circles and nationalities, consoli- 
date and develop the broadest united front. mobilize all 
positive factors, and unite as one to contribute ideas and 
efforts to economic construction, thus making new con- 
tributions to carrying out the basic line for the mitial 


FBIS-CHI-88-142 
25 July 1988 


Stage of socialism, promoting reforms, opening up, and 
economic development in Tibet, preserving the unity of 
the motherland, and strengthening nationality solidarity. 
[passage omitted] 


Present at the opening ceremony were leading comrades 
of the region including Doje Cering, Basang, Mao Rubai, 
Dangzin, Gyanincain Norbu, Jiang Hongquan, (Ma 
Lisheng), Zhang Xiangming, Niu Ruizhou, Hou Jie, and 
Cao Xu. [passage omitted] 


Yunnan’s Pu Chaozhu on Rural Banking Reform 
HK2507081488 Kunming Yunnan Provincial Service 
in Mandarin 1000 GMT 22 Jul 88 


[Text] At the signing ceremony of the provincial Agricul- 
tural Bank for the adoption of the contracted management 
system, Pu Chaozhu, Secretary of the Yunnan Provincial 
CPC Committee, gave an important speech on the functions 
of the agricultural bank, the rural economic situation, the 
main problems that must be solved, and the main tasks of 
the rural banking system reform. 


Comrade Pu Chaozhu said: The Agriculiural Bank is a 
major tool of the state to regulate the overall rural 
economic development, and is one of the major eco- 
nomic levers in macroeconomic management. To direct 
rural economic development, we must !earn how to use 
such economic levers as banks, taxes, and prices to 
regulate and manage the overall rural economy. At the 
same time, we must also properly handle the develop- 
ment of science and technology. irrigation works, electric 
power supply, commodity circulation, and public utili- 
ties and services. Only thus can we develop the rural 
commodity economy more rapidly. At present, the bank- 
ing institutions should strictly control the issuance of 
loans, because the credit funds are rather strained. The 
lamited funds must not be used to build offices, gues- 
thouses, recreation facilities, and private houses. and 
must not be used to support redundant and unnecessary 
intermediate links. The development of enterprises 
witch do not produce marketable goods and do noi 
acivieve good economic results should be restrained. All! 
efforts should be made to raise funds to support the key 
projects which play a big role and have a bearing on the 
development of the entire national economy. 


After analyzing the rural situation in Yunnan Province. 
Cornirade Pu Chaozhu pointed out: In order to develop 
th< rural reforms in depth and develop the rural econ- 
omy, we must properly solve three issues. First, we must 
make greater efforts to develop grain production. Sec- 
ond, we mus’ speed up the development of the township 
and town enterprises. The development speed in 
Sichuan should be slightly higher than the national 
average. Third, we must properly reform the rural circu- 
lation system. We must act according to the law of value 
should be followed, and properly coordinate production 
and consumption. The Agricultural Bank should fully 
perform its functions so as to help resolve these three 
issues. The bank's work and reform should also serve this 
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purpose so as to achieve both good economic results and 
good social results. The work performance of the agri- 
cultural bank and the results of the rural banking work 
should be assessed according 1o the practice critenon 
and the productive forces criterion. 


When talking about the rural banking industry and the 
work of the Agricultural Bank, Comrade Pu Chaozhu 
said: The general requirement for the rural banking 
reform and the work of the Agricultural Bank 1s to 
control the gross volume of credit, adjust the credit 
structure, selectively support the promising projects and 
enterprises. and achieve better economic results. In 
order to crn « ¢ a favorable environment for the reforms, 
it is necessary to control the gross volume of credit and 
maintain a basic balance between gross supply and gross 
demand in society. Comrade Pu Chaozhu added: Apart 
from its internal reforms, the Agricultural Bank should 
also properly perform its function in the management of 
the rural finance industry. It should give policy and 
professional guidance to other rural credit organizations 
sO as to better gather the idle funds in the countryside 
and use them to expand reproduction. 


North Region 


Li Ruihuan at Tianjin Price Meeting 
§$K2307075788 Tianjin City Service in Mandarin 
2330 GMT 28 Jun 88 


[Excerpts] [passage omitted] On the morning of 27 June, 
the Tianjin Municipal CPC Committee held a meeting of 
party-member leading cadres in the cadres’ club to make 
work arrangements for fulfilling the plan adequately 
subsidizing staff members and workers because of the 
price hikes for major nonstaple foodstuffs 


During the meeting, Li Ruihuan, secretary of the munic- 
ipal party committee and mayor of the municipality, 
made an important speech in which he urged Commu- 
nist Party members throughout the municipality to unify 
their thinking. observe strict discipline. and play the 
mode! and leading role of Communist Party members to 
ensure the smooth progress in readjusting the prices of 
nonstaple foodstuffs. 


Tan Shaowen. deputy secretary of the municipal party 
committee, presided over the meeting [passage omitted] 


During the meeting, Zhi Gang. director of the municipal 
price bureau. delivered a report introducing the munict- 
pality’s plan for readjusting the price of mayor nonstaple 
foodstuffs and gave details on this plan 


In his speech. Comrade Li Rushuan stated: (Begin 
recording} Comrades: Today's meeting 1s aimed at 
urther unifying thinking and action throughout the party 
to ensure the successful beginning of the implementation 
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of the plan for readjusting the prices of mayor nonstaple 
foodstuffs on | Jv'y. | would now like to make a few 
remarks on the issues concerned, which are as follows: 
{end recording} 


In ‘iss speech, Comrade Li Ruihuan made the following 
three remarks: |) Efforts should be made to discern the 
direction of conducting reform and to unify thinking and 
understanding. 2) A good job should be done in conduct- 
ing the readjustment work to ensure market supplies. 3) 
Efforts should be made to bring the party members’ role 
into play and to enhance party building. 


In his speech, Comrade Li Ruthuan stated: [begin recording] 
Whether or not we can make a good start and smooth 
progress in this price readjustment depends to a large extent 
on the understanding and support of the vast number of 
people. To this end, we must extensively and deeply conduct 
propaganda and educational work and do a good job in 


Carrying Out ideological and political work. 


Efforts should be made to enable the vast number of 
people to understand that only by straightening out 
commodity prices can we promote production and 
upgrade the standard of living. We should note that we 
must take certain risks, because there are great difficul- 
ties in conducting price reform. We should enhance our 
confidence that the masses, from top to bottom, are 
certainly able to unite as one to mutually overcome 
difficulties. We should understand that the fundamental 
intention of the party and government 1s .o seek benefits 
for the people and that. 1n the final analysis. conducting 
price reform is aimed at continuously upgrading or 
improving the people's livelihood. 


The municipal party committee and the municipal Peo- 
ple’s Government are convinced that only by clearly 
presenting these questions to the people can we enable 
them to dispel their musgivings, understand and support 
the reform. consciously implement the provisions set 
forth by the governmeni, and help the government 
successfully readjust prices. [end recording} 


In referring to vigorously ensuring supplies and enhanc- 
ing market management. in his speech. Comrade L: 
Ruthuan pointed out [begin recording] Our demand 1s 
to enliven various links, continuously maintain market 
stability. regard the work of maintaining market stability 
as a central task, and do a good job in firmly fulfilling the 
central task in a down-to-earth manner 


Various wholesale and retai! departments should bring 
their strong points into play to further expand their 
channels of goods supply and to actively organize their 
commodity sources. Efforts should be made to ennch the 
markets and to do a good job in sales. We should also 
upgrade the quality of services by carrying out fine- 
Quality service activities and improving the service att- 
tude in order to have the people fee! satrsfactory 
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We should strictly enforce the policy of not allowing 
anyone to illegally sell commodities at the lowest price 
and with a fixed supply quota, to conduct fraudulent 
sales, to distribute the internal retention of profits, to 
resell at a profit, and to raise prices arbitrarily. The 
relevant industry and commerce, commodity price, tax 
revenue, metrology, and public security departments 
should take concerted action and adopt coordinated 
measures to mutually grasp price readjustment and man- 
age the activities well and to consolidate commodity 
prices in a strict manner. Those who have violated the 
discipline by illegally raising prices by taking advantage 
of the price readjustment should be strictly checked and 
dealt with. [end recording] 


In his speech, Comrade Li Ruihuan, on behalf of the 
municipal party committee, put forward the following 
three demands for all Communist Party members 
throughout the municipality: |) Efforts should be made 
to bring into play the model role of party members. 2) 
Efforts should be made to earnestly enforce discipline. 3) 
Efforts should be made to enhance the combat strength 
of party organizations at the grass-rvots level. 


In his speech, he stated: [begin recording] The party's 
prestige 1s demonstrated by the prestige of the mayonty of 
party members, and the primary indicator of their prestige 
1s their willingness to endure hardship and to suffer losses. 
No Communist Party member should contend with the 
masses for buying goods. They should buy them later or 
voluntanly consume a small amount, if necessary. 


At the meeting of party-member leading cadres on |! 
May. the municipal party committee put forward the 
demands for the broad masses of party members with 
regard to stressing political integrity, the situation as a 
whole, the final target. and discipline. Meanwhile. it 
reiterated the six disciplines in which the leak of eco- 
nomic secrets, panic purchasing. arbitrary price hikes. 
fraudulent sales by collaboration, shoddy work and infe- 
nor matenals, and the entrapment of consumers are 
strictly prohibited. In the plan for price readjustment, 
the six disciplines formulated at the || May meeting still 
are effective. Communist Party members throughout the 
municipality should observe them. [end recording} 


in concluding his speech. Comrade Li Rushuan pointed 
out [begin recording} Comrades. in facing former major 
and important tasks. the entire party has successfully 
fulfilled them one by one thanks to acting in unison. The 
municipal party committee 1s convinced that the current 
price readjustment of mayor nonstapie foodstuffs will 
certainly be fulfilled as long as the entire party makes 
concerted efforts. actively mobilizes the masses. leads or 
unites with the vast number of people to take conceried 
action, and does a good job in conducting varnous work 
jend recording] [passage omitted] 


Attending the meeting were leading comrades from the 
municipal party committee, the municipal Advisory Com- 
mission. the municipal People’s Congress Standing Com- 
mittee. the municipal people's government. the municipal 
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CPPCC Committee, and the municipal Discipline Inspec- 
tion Commission, including Hao Tianyi, Tan Shaowen, Nie 
Bichu, Zhang Dinghua, and Zheng Guozhong: a number of 
veteran comrades, and party-member leading cadres from 
vanous districts, counties, bureaus, departments, offices, 
the municipal Trade Union Council, the municipal CYL 
Committee, the municipal Women’s Federation—more 
than | 000 persons in all. 


Li Ruihuan at Rally of Party Members 
SK2507064288 Tianjin TIANJIN RIBAO 
in Chinese | Jul 88 pp 1, 4 


{Excerpts} On the morning of 30 June. representatives of 
advanced party organizations and outstanding party 
members from all fronts of our municipality ralhed 
together to discuss their expenences in and understand- 
ing of ways to play the role of party organizations and 
Communist Party members as a fighting bastion, and as 
exemplars and the v . and to mark the 67th 
anniversary of the birth of the CPC. Li Ruihuan, secre- 
tary of the municipal party committee, stressed in his 
speech that it 1s necessary to develop the vanguard and 
exemplary role of Communist Party members and to rely 
on the vanguard and exemplary role of every Communist 
Party member to lead the masses of people in winning 
new success in future reform and construction. 


Tan Shaowen, deputy secretary of the municipal party 
committee. presided over the rally. 


Attending were leading municipal comrades.including 
Hao Tiany:, Zhang Dinghuc. Zheng Guozhong, Yang 
Jingheng. Lu Xuezheng, Huang ‘fanzhi. Wang Cheng- 
hua, Yang Hue, Shi Jian. Mao Changwu. Xiao Yuan. 
He Guomo, and Fang Fang. and veteran comrades. 
including Liu Gang. Lu Da, Li Zhongyuan. Ba: Hua. and 
Xu Ming. [passage omitted] 


Comrade L: Ruthuan pointed out in hrs speech: | am greatly 
encouraged and inspired after hearing the speeches of some 
dozen comrades. A host of facts have fully demonstrated 
that the contingent of party members of our municipality is 
a very good contingent. and its party organizations are farrly 
strong. The facts also demonstrated ihbat our CPC 1s glonous 
and great and capable of properly resolving the practical 
difficulties we encounter and fulfilling the victonous targets 
defined at the | th National Party Congress and the Sth 
municipal party congress. Over the past few years, a great 
number of advanced party organizations and outstanding 
party members have emerged from all trades and profes- 
sions of Tianjin Municipality. Their conspicuous character- 
ISLICS 2vC: persisting in the “one central task and two basic 
pots.” and bravely standing at the forefront of reform. 
firmly bearing in mind the purpose of whoiehearted service 
to the people. and placing the interests of the party and the 
people above everything cise. displaying very high political 
consciousness and sacrificing spirit and taking the overall 
situation into account when carrying out mayor tasks and 


arrangements. taking the lead in responding to the calls of 
the municipal party committee and government. exerting 
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and setting stnct demands on themselves in line with the 
standards for Communist Party members. and acting as an 
example in abiding by the law and discipline, taking the 


honor of the party with concrete deeds. The brilliant 67-year 
history of the party indicates a truth. that 1s, the Communist 


poverty and backwardness toward prospernty We should 
further strengthen party building and increase the combat 
strength of party organizations in line with the demands of 
the 13th National Party Congress and the Sth municipal 


party congress. 


Comrade Li Ruthuan emphasized the need for giving ful! 
play to the vanguard and exemplary role of Communist 
Party members regarding development of the role as a 
focus for the current party's work. He pornted out What 
should we rely on to safeguard the image of the party and 
establish the prestige of the party” In the final analysis. 
we should rely on the exemplary acts of party members 
People are presently complaining about some unhealthy 
trends within the party and in society. How then should 
we correct these unhealthy trends” The most fundamen- 
tal and effective way 1s for every Communist Party 
member to act as an example for others to follow 
Reform has presently entered a crucial period. The most 
important way to overcome various difficulties and 
eliminate barners is for party members to play their 
vanguard and exemplary role In this way. we will 
encounter no difficulty that we cannot overcome 


Comrade Li: Ruthuan pointed out To give play to the 
vanguard and exemplary role of party members. we 
should successfully carry out the party's ideological and 
political work We should consider ideological and polit. 
ical work an important task of the party and successfully 
Carry it out to counter the various phenomena in society 
Facts have shown that it was wrong for us to st) ess 
armchair politics to the neglect of acting according to Le 
law of economy. and to the negiect of cconomn wd 
material benefits in the past. Facts have also shown that 
it oS lkewise wrong and dangerous for us to stress 
maternal benefits to the neglect of ideological and polit. 
ical work. We should clearly explain to party members 
that the purpose of our Communrst Party members is 
never to carn moncy or to make a few houscholds neh 
Never should we set our sights on immediate interests 
alone to the negiect of long-range overall interests and 
targets. still less put profit-making in the first place and 
forget mghteousness at the sight of profits Relying on 
money alone. we cannot solve the numerous problems in 
society. Of m particular resist and correct some 
unhealthy trends We should conduct ideological educa 
thon regularly to make all party members understand that 


to educate party members. Some party members do not 
attend regular act vities of the organizations for a long 
penod of treme aad do not play their roles as party 
members. To correct such phenomena. we should 
strengthen the party organizationally We should educate 
and help party members in line with the guodelines of the 
party Central Committee. persuade unqualified party 
members to withdraw from the party. and even expel 
them from the party. thus organically combining ideo- 
logical education with enforcement of discipline Only in 
thes way cam our party shoulder the current tasks of 
reform. opening up. and economic construction. and 
smoothly fulfill these tasks amid a complicated situation 


Northeast Region 


Jilin Official Outlines People’s Congress W ork 
SA23071 15188 Changchun Jilin Provincial Service 
in Mandarin 0930 GMT 21 Jul &8 


[Text] Im hes speech at the fourth Standing Commuttee 
meeting of the seventh provincial people's congress on 
the morning of 2! July. Huo Mingguang. chairman of the 
provincial people's congress standing commuttec. 
pointed out that people's congress standing commutices 
must regard support for reform as their duty of prime 
importance 


In hes speech. Huo Mingguang sand We must estabirsh 
and persist im the standards for productive forces im 
domng people's congress work The basic task of socralism 
18 to develop productive forces. Facilitating the develop- 
ment of productive forces should be the basic critenon 
for judging all kinds of work and should become the 
point of departure in our consideration of all probiems 
Those measures which faciittate the development of 
productive forces should be positively supported by the 
people's congress. those which are unfavorabie to the 
development of productive forces should be supervised 
restricted. and corrected Dy people's congresses 
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In his speech. Huo Muingguang stressed: Under the 
leadership of the party. we should unite the peopie of al! 
nationalities to make concerted efforts to de over the 
difficulty of reform. Our country’s reform 1s now at a 
critical stage. In the coming several years, we must ide 
over the difficulties uf the price and wage reforms. 


por dar +s should make full ideological prepara- 
vons for difficulties and contradictions at the critical 
moment of reform. and should use the spiritual force of 
realizing the four modernizations and revitalizing ( hina 
to stimulate and unre the people to support reform and 
tude over difficulty with one heart and one mind 


In his speech. Huo Minguang sand: To tide over the diffi- 
culty of reform. we should foster a new order of socialist 


Third. we should attend to education in order to 
strengthen the sense of ioc legal system and consolidate 
and develop political staDiiity and unity 


committees must give prorty to strengthening scif- 
construction. All members of people's congress sanding 
committees should enhance thei: sense of responsibility 
and sense of mrssn... should actively become involved in 
and discuss political affairs. and should live up to the 
heavy trust of the people [words indistinct} Members of 
people's congress standing committees should strive to 
regulanze and institutionalize the work of people's con- 
gress Standing committees 
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LIAOW ANG Cited on Zhao Letter to faiwan’s Li 
HK2207 120488 Bewying XINHL 4 Hong Kong Service 
in Chinese 0807 GMT 22 Jui 88 


[Report: “The Latest Issue os LIAQW ANG OVERSEAS 
CHINESE EDITION Reveals Zhao Ziyang’s Reason for 


Sending a Congratulatory Message to L: Teng-hu:”) 


[Text] Hong Kong. 22 Jul (XINHUL A}—Issue No © of 
“LIAOWANG OVERSEAS EDITION” will be pub 


Ss baud 
“Viewing «te Future Trend of the KMT's Policy From 
Its | 3th Congress.” “Thoughts on Difficultes in Pree 
Reform.” and the “Crus of China's Political Structural 
Reform and the Relevent Policies.” 


‘L adetermined Sovereignty Theory Refuted 
HKISO°O40988 Hong Kong LIAOW ANG OVERSEAS 
EDITION im Chinese No 29 18 Jul 88 pp 21-22 


[Article Dy Cas Zemmen (5591 1311 3046) “Refutong the 
Theory That Tarwan’'s Soveresgnty Is Undetermined”) 


'Text] Tarwan «s a part of the Chinese terntory This wa 
historical fact acknowledged by the international com- 
munity However. over the past 40) years or ©. since 
Tarwan began to be ruled by the KMT_ there hawe always 
been some people who advocate the theory of undetecr- 
mined soveresgnty of Tarwan and the independence of 
Tarwan. Although weh absurd theonmes have been 
repeatedly refuted. they appeared again recently Some 
people even advocate the so-called “independence of 
Tarwan's imternational sovereignty” and that “the peo- 
pie have freedom to advocate Tarwan independence ~ 
However. if we look back on history. we can casly oe 
that these fallacees run counter to international iaw 


The Soveresgnty of Tarwan Was Returnod to China Long 
Ago |subhead} 


After the Sono-Japanese War of | 894-95 China, yielding 
to the pressure of Japan. signed the Treaty of Shimono- 
sek) with Japan om Apni 1895. ceding Tarwan to Japan ft 
thus lost :ts soweremgnty over thes sland (On 9 December 
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the Sowret LU nson on 26 July 1945." Thus, the “Potsdam 
Proclamatron™ and the “( arro Declaration” became the 
legal documents binding on ail! five parties. including 
China. the LU neted States, the Sowret LU mon, Brita. and 
apan sand 


the “Carro Declaration™ on thy: question of Tarwan and 
Penghu should be regarded as a part of internatronal 


After Japan surrendered. the (hinese Government at 
that time sent officers and widicrs to Tare~e They 
formally accepted Japan's surrender on >5 Cxctober | 945 
and declared to the world “Beginng thes day Tarwan 
and the Penghu Islands will agaie =< under the rule of the 
Chunese Growermment ~ Sence then. the ( hinese Crowern- 
ment has resumed sovereignty over Tarwan and never 
has any Country raned an otyection to thes In a state. 
ment wsued on $ January 1950. Truman. then 1 S 
pressdent. also sand “In the past 4 vears. the | nnted 
States and its alles also recogtized ( hina 5 soverengnty 
over Tarwan ~ 
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of the Theory That | arwa’s Sovereignty Is 
Undetermined |subhead] 


However, just half a year later. on 25 June 1950, at the 
same time "hat the  ntied States launched the araressive 
war agains: Korea. 11 also invaded and occupied Taiwan 
by force. trying to obstruct the PLA from liberating this 
wland On 27 June. the same Truman issued another 
statement. saying that “Tarwan’'s future status should be 
determined after securnty 1s restored in the Pacific region 
and after the signing of the peace treaty with Japan or be 
considered by the LU nsted Nations.” This was an ongin of 
the theory that Ta:wan’s sovereignty 1s undetermined. It 
was an outcome o, the LS” anti-communust strategy. 


In September |'/5!_ a meeting was held in San Francisco 
for drafting a peace treaty with Japan. At that time. 


| arted States demanded that Japan sign a peace treaty 
with Tarwan’s KMT authonties after signing the San 
Francesco “peace treaty.” paving the way for the 
authorities to contunue to rule over Tarwan and 
sent China In the San Francisco ~ 
Japan it was only stepulated that Japan should give up 
the mghts ower Tarwan and Penghu Islands. no’ - 
ing Tarwan's sovereignty 


in August 1952. the Unsned States forced th 2) te 
Government to sgn a “Japan-China Treat «= 
wan's KMT authortees. Instead of clearh = ss 
that Tarwan and Penghu are Chinese te . the 
“treaty” only saed that « «s “apphcable im a.. cermtones 
under the control of the Republic of China now or in the 
future But according to the principles of international 
law on actual occupation. thes also means recognition of 


the fact that Tarwan and Penghu's sovereignty belongs to 
he “Republic of China.” 


What should be pomted out 1s that the United States 
brazenly \:olated international agreements and excluded 
Chena. whech “had engaged in the war of resistance 
aga:nst Japan for the longest ime and which had suf- 
fered the greatest losses and made the greatest contnbu- 
trons” om the war, from the San Francisco “peace treaty 
with Japan” To thes. Foren Minister Zhou Enlai 
sued 2 solemn statement on behalf of the PRC Gov- 
ermment. pomting out the “peace treaty” was an illegal 
and uilatera! treaty. which could not be recognized by 
Chena. The AMT authorities in Tarwan, which had been 
descarded by the Chinese pe pie. had no mght to repre- 
sent Chena by sognong the “peace treaty” with Japan. 


In the international community, no country, erther rec- 
ognizing the PRC or the “Republic of China.” has ever 
rarsed an objection to the fact that Tarwan 1s a part of the 
Chenese territory Even in the debate within the United 
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Nations over the resumption of the legitimate seat of the 
PRC. which took place in 1971, there were no represen- 
tatives rarsing such an objection. 

The United States and Japan Reaffirmed That Taiwan's 
Sovereignty Belongs to China [subhead] 


Im the early 1970's, a great change took place in the 
international situation. The United States, Japan. and 
some other countnes readjusted their China policies, 
reaffirming that Taiwan is a part of China and its 


sovereignty belongs to China. 


the 

that A AM te ae 
Se Soe Seas Sep Cea ae ae 
this of the Chinese Government and will continue to 
to the principle of Article 8 of the Potsdam Procia- 
= ppaster to auhe meenand douetah eit Gms ef Os 
“Japan-China Treaty.” the Japanese Government could not 
but use the terms of “fully understands and respects” the 
PRC's stand in the “joint declaration” to express that it 
recognizes Taiwan 1s a part of the Chinese territory. At the 
same time. at a press conference after the signing of the 


Declaration stipulates that Tarwan belongs to China. Japan 
accepts the Potsdam Proclamation, which inherits the Cairo 
Declaration (10 put it in concrete terms, it means that 
Article 8 of the proclamation, which is the same as the 
provisions in the Cairo Declaration, shall be put into effect). 
Based on this principle, it 1s entirely reasonable for Japan to 
adhere to the stand of the Potsdam Proclamation.” This 
shows that the Japanese Government accepts the consistent 
stand of the Chinese Government on the question of Taiwan 
and recognizes that Taiwan is a part of the Chinese terntory 
and that its sovereignty belongs to China. Some people said 
that Japan only “understands and respects” the fact that 
Tarwan 1s a part of the Chinese territory but does not affirm 
that Tarwan's belongs to China. This is a 
deliberate distortion of the Sino-Japanese “joint declara- 
tion” and 1s entirely groundless and unreasonable. 


The Attitude of the United States. [subhead] Since U_S. 
President Nixon's China visit in February 1972, the 


“there is only one China and Taiwan 1s a part of China.” 


The Sino-U_S. “jomnt communique” of 28 February 1972 
(or the Shanghai Communique) said: “The US. side 
declares: The United States recognizes that all the Chi- 
nese people on both sides of the Tarwan Strait hold that 
there 1s only one China and that Taiwan is a part of 
China. The U.S. Government does not have any objec - 
tion to this stand.” 


The “jomt communique™ on the establishment of diplo- 
matic relations on | January !979 said: “The Govern- 
ment of the United States of America recognizes the 
Gover” ment of the PRC as the sole legal government of 
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China, and it acknowledges the Chinese position that 
there is but one China and Taiwan is a part of China. It 
reiterates that it has no intention of infringing upon 
China’s sovereignty and territorial integrity, or interfer- 
ing in China’s internal affairs, or pursuing a policy of 
‘two Chinas’ or ‘one China, one Taiwan."” 


Some people stubbornly insist that the word 
“acknowledge” used by the Sino-U.S. “joint communi- 
que”’ does not mean to “recognize” but ,;ust means to 
“know” or to “take note of’ China's stand. But accord- 
ing to all dictionaries on legal terms, the word acknow- 
ledgement does mean _ recognition rather than 
“knowledge.”’ Moreover, the terms used by both ihe 
Chinese and English versions of the communique were 
all carefully selected by both sides after repeated discus- 
sions, and both texts are equally authentic. There does 
not exist the problem of difference in meaning in both 
texts. To say that the United States only “knows” and 
does not definitely recognize that Taiwan is a part of 
China is also a deliberate distortion of the joint commu- 
nique. We cannot draw a conclusion from this that 
Taiwan’s sovereignty is still undetermined. 


At present, to advocate the theory that Taiwan's sover- 
eignty is still undetermined, some people with ulterior 
motives are using as an excuse that Taiwan’s sovereignty 
is not specified in either the San Francisco “peace treaty 
with Japan” or the “Japan-China treaty” and that the 
Sino-Japanese “joint declaration” and Sino-U.S. “joint 
communique” on the establishment of diplomatic rela- 
tions Only use the terms of “respect,” “know,” and “take 
note of” regarding the fact that Taiwan is a part of 
China. They want the “big powers of the world to respect 
Taiwan’s right to subsist in the international commu- 
nity” and “make Taiwan reenter the Untied Nations and 
return to the international community.” However, just 
as stated above, they are unable to reverse the historical 
fact that Taiwan’s sovereignty belongs to China or to 
repudiate the international law. Judging from the polit- 
ical realities of the international community, as all 
member states of the United Nations recognize that 
Taiwan is a part of China, it is also impossible for 
Taiwan to join the Untied Nations as an independent 
political entity. The best way out for Taiwan to extricate 
itself from the international predicament is to realize 
peaceful reunification with the mainland according to 
the principle of “one country, two systems.” Thus, being 
a part of China, it will be respected by various countries 
and will be able to enjoy all kinds of legitimate rights and 
interests and contact the international community with 
dignity. 


Commentary Urges KMT To Give Up Hostile Stand - 


HK2507030788 Beijing ZHONGGUO XINWEN SHE 
in Chinese 1010 GMT 19 Jul 88 


[Commentary by ZHONGGUO XINWEN SHE 
reporter Tian De (3944 0966): “The ‘Consciousness of 
Enemy and Ourselves’ Upheld by the KMT [Kuomin- 
tang] Is Outdated”’] 


[Text] Beijing, 19 Jul (ZHONGGUO XINWEN SHE)— 
Some of the articles adopted by the 13th KMT Congress 
concerning the policy toward the mainland have been 
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revised because of criticisms from the people and the 
delegates attending the Congress. The limited relaxation 
of the specific measures regarding contacts between both 
sides of the Strait have been affirmed by people at home 
and abroad. However, the compatriots on both sides of 
the Strait are discontented with and worried about the 
KMT’s stubborn attitude concerning the “three no's 
policy” and the practice of upholding the “consciousness 
of enemy and ourselves.” 


At the congress, a number of senior KMT officials said 
that the “consciousness of enemy and ourselves” will be 
the focus in making policy decisions concerning relations 
between both sides of the Strait and that “the policy 
toward the mainland is based on the principle of Ta- 
wan’s security and the consciousness of enemy and 
ourselves.”” As a consequence, because of the “con- 
sciousness of enemy and ourselves,” the policy of the 
KMT toward the mainland is far from meeting the 
current development of relations between both sides of 
the Strait and the expectations of the compatriots on 
both sides. Moreover, the KMT has fallen into a passive 
position designed by itself and it finds it difficult to take 
a step forward. 


The KMT’s “consciousness of enemy and ourselves” 1s 
incompatible with the current relations between both 
sides of the Strait. Since the “three establishments” 
(establishment of trade, post, and communications) pol- 
icy and peaceful reunification initiated by the mainland 
in 1979, relations between both sides of the Strait have 
reached a great turning point. The situation in the 
Taiwan Strait thawed from military confrontation and 
gradually headed for a relaxed atmosphere and the 
general trend of reunification. All kinds of exchanges 
have gradually been carried out between both sides. 
Taiwan compatriots have come to the mainiand to meet 
their relatives. Hence, the compatriots on both sides of 
the Strait and all descendants of the Yellow Emperor at 
home and abroad have called for promoting the “three 
establishments” and peaceful reunification. Under such 
a situation, it would be far from reality and be against the 
will of the people and the general trend for the KMT to 
pick up the outdated concepts of the “civil war” and 
“martial law” period again and volubly talk about “‘con- 
sciousn’ss of enemy and ourselves.” 


Viewed historically, the “consciousness of enemy and 
ourselves” has been a “misfortune” rather than 
“fortune”? for the Chinese nation. It did not benefit the 
KMT, the nation, or the people. Regarding the KMT, 
“hostility” resulted in the disastrous civil war and a loss 
of popular feeling in the mainland and political power. 
Regarding the state and nation, hostility led to destruc- 
tion of mountains and rivers, exhaustion of financial and 
material resources, and separation of the country up to 
the present. Regarding the people and compatriots on 
both sides of the Strait, hostility resulted in an unpre- 
cendented disaster: fellow officers fighting each other, 
the people getting plunged into an abyss of misery, and 
the breaking up and scattering of families. Hundreds of 
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thousands of old soldiers from the mainiand left their 
native place and thousands of old soldiers from Taiwan 
were deceived into fighting the civil war on the main- 
land. Compatriots on both sides have watched each 
Other across the Strait for nearly 40 years and have 
experienced the bitterness o' the national tragedy. When 
the scar left over by history still remains and causes pain 
occasionally, the KMT again advertised the so-called 
“consciousness of enemy and ourselves.” This runs 
counter to the expectations of the compatriots on both 
sides of the Strait. The people have come to realize the 
truth that unity benefits each side, while hostility harms 
both. At this moment, we should say that he whe 
attempts to arouse hostility will be an offender of the 
state, of the people, and of the compatriots on both sides 
of the Strait. 


Viewed from the international environment, detente, 
cooperation, and development constitute the trend of the 
world today. Hence, there is no reason whatsoever for 
the KMT and CPC, the two parties of a nation to 
continue to be hostile to each other. Moreover, there 1s 
no reason for the KMT to impose “consciousness of 
enemy and ourselves” on the compatriots or both sides 
of the Strait, while letting the outsiders watc.: the fight 
and profit from the conflict. It is the common historical 
responsibility of the politicians and compatriots on both 
sides of the Strait to step up unity of the Chinese nation, 
Carry Out cooperation as quickly as possible, revitalize 
the Chinese nation, and establish itself in the family of 
nations. 


It should be noted that while stressing ‘“‘consciousness of 
enemy and ourselves,” the KMT also designed the 
so-called “threat from the CPC” as an “excuse” to 
deceive itself and others. KMT authorities spread a 
sensational rumor long ago that the CPC will “plunge 
Taiwan inhabitants in a bloodbath.” Recently they cre- 
ated a tense atmosphere again by regarding fishing by 
fishermen along the Fujian coast as “the CPC assembling 
3,000 fishing boats at the mouth of Minjiang in an 
attempt to attack Taiwan,” the military exercises con- 
ducted by mainland troops as an operation against 
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Taiwan, and even the PLA navy patrolling the Nansha 
[Spratley] islands as a move against Taiwan. Moreover, 
they regarded operation, trade, and seeking-shelter of 
mainland ships in the Taiwan Strait as “disturbance” 
and drove them away by opening fire. Furthermore, they 
also spread rumors such as the “CPC's battle plan 
against Taiwan” and “timetable for attacking Taiwan.” 
Probably this may be an object of universal ridicule. It 
manifests the KMT's abnormal, narrow-minded psy- 
chology. In other words, they are either nervous or have 
ulterior motives. 


As known to all, the mainland authorities have tried 
their utmost for peaceful reunification over the past 
decade. Take Fujian as an example: The mainland took 
the initiative first to cease shelling and hostility propa- 
ganda by air and sea. The PLA Fujian military command 
has been abolished and the coastal areas along Fujian 
have become open zones. The Taiwan compatriots who 
have visited the Xiamen Special Economic Zone have 
personally witnessed the construction and seen no sign of 
hostility there. Take the whole of mainland as another 
example: The CPC has reduced its troops by | million, 
indicating its sincerity in peace to Taiwan and the whole 
‘orld. To promote the “three establishments,” the main- 
land government has adopted a series of practical mea- 
sures. Since the beginning of this year, the mainland 
government announced that it will no longer investigate 
the offenses committed by the ex-KMT personnel before 
the founding of the PRC and will show understanding to 
and welcome visits by Taiwan compatriots who have 
anti-commu..ist tattoos for various historical reasons. 
These measures aimed at creating a peaceful atmosphere 
and eliminating hostility form a sharp contrast to the 
KMT’s “consciousness of enemy and ourselves.” 


Did the KMT not say that it will “stand through thick 
and thin together” with the mainland compatriots? The 
breadth of vision of the KMT to embrace the whole of 
China should be genuinely manifested in facing the 
times and reality and never making the national feelings 
and interests of the compatriots victim of “con- 
sciousness of enemy and ourselves.’ 
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Opposition Clashes With Police At Airport 
OW 2507040188 Taipei CNA in English 0255 GMT 
25 Jul 88 


[Text] Taipei, July 25 (CNA}—Two reporters and over 
10 policemen were injured in clashes between the police 
and hundreds of supporters of the “Democratic Progres- 
sive Party” [DPP] at Chiang Kai-shek [CKS] Interna- 
tional Airport and in Taoyuan City. 


Hundreds of ““DPP" supporters gathered at CKS Airport 

at 7:10 A.M. Sunday to welcome National Assemblyman 

Hung Chi-chang, allegedly involved in the “May 20 

Zl who was returning from a tour of the United 
tates. 


Among Hung’s companions was a woman using a forged 
passport who claimed to be Chen Wan-shih. She was 
finally proven to be an anti-government activist Chen 
Wan-chen. Ms. Chen was deported in accordance with 
the National Security Law. 


Legislators Yu Ching and Hsu Kuo-tai, both “DPP” 
members, announced the news to their supporters, thus 
touching off a clash with the police on the spot. Two 
reporters were injured during the short fight. 


Legislator Hung later made a speech in front of a “DPP”’ 
Taoyuan office. Some DPP supporters started to attack 
policemen present to collect evidence, thus sparking 
another severe clash. Over 10 policemen were injured 
and admitted to hospitals. 


Li Asks Businesses Not To Invest in PRC 
HK2307092088 Hong Kong AFP in English 0913 GMT 
23 Jul 88 


[Text] Taipei, July 23 (AFP)}—President Li Teng-hui has 
asked Taiwan entrepreneurs not tu invest in China and 
has promised to improve the business climate at home 
through economic and financial reform. informed 
sources said Saturday. 


Mr. Li, who was elected chairman of the ruling Kuomin- 
tang (KMT) last week, warned business and industrial 
leaders against holding an unrealistic view of the main- 
land, they added. 


He made his remarks at the end of a week-long seminar 
of young enterpreneurs Friday, one week after the KMT 
had agreed to widen indirect imports of major raw 
materials from China. 


Mr. Li said a lack of investment opportunities here had 
prompted some manufacturers to shift production lines 
to China, sources said. 


But he promised to remove more restrictions to create a 
better environment for individual enterprise, they said. 
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He said the government should open state enterprises 
and government banks to private investment and 
expand financial investment vehicles, they said. 


However, a KMT official in charge of mainland affairs 
said authorities would not interfere with investment in 
China by Taiwan nationals as long as capital and equip- 
ment were not shipped there directly. 


Taiwan businessmen have invested about 500 million 
U.S. dollars in the mainland, observers said. 


Beijing earlier this month called for more trade between 
Taiwan 2nd China and announced a plan aimed at 
encouraging Taiwan investinent in the mainland. 


Mr. Li encouraged local businessmen to buy more from 
the United States, the island's largest customer, and sell 
more to japan, the sources said. 


Seminar participants ash :d the government to enforce 
law and order, modify obsolete regulations, anc curb a 
black market posing unfair competition, the sources 
said. 


They also asked authorities to legalize gambling on car 
and horse races to stem rampant illicit lottery games and 
gambling on dangerous motorcycle races, they said. 


The entrepreneurs said the government shouid legalize 
foreign labor to help ease a labor shortage and crack 
down on counterfeiting, the sources said. 


In a meeting with parliamentarians Friday, Mr. L 
defended a Cabinet reshuffle, saying the “forward- 
looking” arrangement was made to demonstrate the 
country’s economic strength with the help of diplomatic 
skills. 


Younger and more dynamic technocrats were brought 
into the government in the reshuffle announced Wednes- 
day but two appointments took observers by surprise, 
putting what were seen as “new hands” at major eco- 
nomic posts. 


Fredrick Chien, Taipei’s de facto ambassador to Wash- 
ington, was named chief of the Council for Economic 
Planning and Development, the nation’s highest eco- 
nomic think tank. 


Chen Lu-an, chairman of the National Science Council, 
took over as economic minister. 


Mr. Li said he made the controversial appointments 
because Taiwan has to prove itself as an economic power 
in a changing global economy. 


Bringing diplomatic experience into economic affairs 
could ease trade disputes with foreign countries, he said. 
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And knowledge of advanced technology cou'd help 
enhance the country’s economic structure, he added. 


Li Teng-hui Urges Officials To Take Challenges 
OW 2507063088 Taipei Domestic Service in Mandarin 
2300 GMT 22 Jul 88 


[Station commentary “Accept Challenges and Strive for 
Progress”’] 


[Text] A few days ago, Mr Li Teng-hui, chairman of the 
party in power, urged Kuomintang members who had 
recently assumed new posts in the Executive Yuan to 
have the courage to accept challenges and continue to 
carry out reform and make progress. At the same time, 
the government should take all actions with great fore- 
sight and in a moneering spirit. Meanwhile, attention 
should be paid io timeliness. Only thus, can we achieve 
twice the results with half the effort. 


Chairman Li said’ We are now facing two challenges. 
One challenge arises from the question of progress in the 
political, economic, social, and other fields. If progress is 
not great enough, it will amount to retrogression. We will 
then be washed out by time. The other challenge is how 
we can adapt ourselves to the rapidly changing interna- 
tional situation. 


Chairman Li held: When we have set our goal, we must 
advance bravely to achieve it. Only by so doing will we 
be able to win the support of the people of the entire 
country, maintain stability, and continue to make 


progress. 


Chairman Li held: Legislative work should be quickly 
done on the organic law governing people’s organiza- 
tions during unusual times; the regulations on the orga- 
nization of the Taiwan provincial government during 
periods of mobilization and suppressing rebellion; and 
the rules on strengthening the legislative branch of the 
central government in order to improve the democratic 
and constitutional systems of our country and to lay the 
foundation for further political reform. 


Chairman Li also issued explicit instructions on the 
Orientation of our economic development, the policy 
toward the mainland, environmental protection, social 
welfare, and special care for farmers with a view to 
making greater progress in all fields, improving the 
well-being of the people, and building stable public 
order. He encouraged the new government leaders to 
bring their abilities into full play in their new positions 
and to work for the well-being of the masses. 


Admiring Mr Li Teng-hui for using the phrase “new wine in 
a new bottle,” people now often talk about this phrase. In 
using this phrase, President Li likened the new, high-ranking 
party and government officials to “new wine in a new 
bottle,” which is of far-reaching significance. 
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The phrase “new wine in a new bottle” comes from the 
Bible. Luke, chapter 5 says: “And no one puis new wine 
into old wineskins, for the new wine bursts the old skins, 
ruining the skins and spilling the wine. New wine must 
be put into new wineskins.” 


Wine was put into wineskins in ancient times, and it is 
put into bottles today. Both wineskins and bottles serve 
the same purpose. 


What does it mean by “new wine in a new bottle’? Why 
did President Li quote this phrase to encourage party 
and government leaders? The meaning of “new wine in a 
new bottle” can be summed up as: 


|. It means turning one’s internal renewal and strength into 
external change. As far as statesmen are concerned, this 
means turning their confidence in the nation into external 
fulfillment of their duties and continuing to forge ahead. 
Such devotion to serving the people comes from one's heart, 
which is voluntary and without any hesitation. In such 
cases, internal renewal means new wine, and external 
change means new bottles. Thinking and acting in one and 
the same way, one should work hard wholeheartedly for \ te 
future and interests of the nation. 


2. As far as the entire government system is concerned, 
new government leaders, like new wine, are confident 
and full of ideals, and various good, carefully considered 
policies are like new bottles. When new wine is put into 
new bottles, it has great significance. 


The government makes achievements through close coordi- 
nation among its various departments, but capable and 
honest government leaders are the most important factor for 
such achievements. Through the meticulous planning and 
implementation by government leaders, various govern- 
ment policies have achieved the best possible results, thus 
winning the support of the people. Government officials are 
working with one heart and one mind for the interests of the 
people. We earnestly hope that the new government leaders 
will fully understand the true meaning of President Li's 
remarks and live up to the expectations of compatriots 
across the country by making substantial achievements in 
their posts. 


Taiwan May Enter PR Cvmnastics Meet 
OW2307075888 Tokyo KYODO in English 0714 GMT 
23 Jul 88 


[Text] Hong Kong, July - 3 ) YODO—Taiwan gymnasts 
may enter a competition to be held in China this year, 
and a Beijing Olympic official has said Taiwan is wel- 
come to compete in sports events on the mainland. 


Taiwan’s gymastic association formally applied to the 
island’s Olympic committee on Friday for permission to 
enter an international competition to be held in the 
southern Chinese city of Shenzhen this year, the CEN- 
TRAL NEWS AGENCY in Taipei has reported. 
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But the secretary of the Tarwan Olympic Committee, Li 
Chinig-hua, said that a group will have to set up to study 
the application because the government has not yet 
decided a policy on sports contacts with the mainiand. 
the agency reported. 


Aside from the political difficulties, the more likely reason 
for not entering this competition was the comparatively low 
standard of Taiwan's gymnasts, the agency said. 


A new policy was decided at the ruling Nationalist Party 
congress last week under which Taiwan athletes will be 
permitted to participate in international competitions 
on the mainland. 


Taiwan has also said it would like to compete in the 
Asian games to be held in Beying in 1990. 


But Taiwan will only compete if a dispute with Bewying 
over what name to give the Taiwanese team can be 
settled. 


Under the nationalist party policy of having no contact with 
the mainland communist government, Taiwan athletes have 
been banned from competing in China since 1949. 


In Beijing on Friday the deputy secretary of China’s 
Olympic team, Wei Jizhong, said Taiwan was welcome 
to enter international competitions in the mainland. 


Radio Commentary Discusses Cabinet Changes 
OW 2207073188 Taipei International Service 
in English 0200 GMT 22 Jul 88 


{Station commentary: “President Li Revamps Cabinet} 


[Text] At the weekly meeting of the Central Standing 
Committee of the Kuomintang, President Li Teng-hui 
announced a major Cabinet reshuffle. It is the first major 
reshuffle since 1984, and political observers are saying it 
marks the real beginning of the Li Teng-hui era in the 
Republic of China on Taiwan's politics. 


The new Cabinet has several firsts, and many surprises. 
One look at the new lineup and it is evident that Li is 
indeed trying to make his own imprint on the Republic 
of China’s [ROC’s] future. 


Among other things, the new Cabinet heralds a more 
youthful leadership. The average age of the nation’s 8 
ministers is now 55. It was nearly 59. 


Three ministries were left unchanged. They are the 
ministries of defense, education, and communications. 


But the five new ministers included, as mentioned a 
minute ago, several firsts. Most notably, the Cabinet will 
be dominated by native Taiwanese, who now count five 
of the eight ministers. And, to boot, one of the new 
Taiwanese ministers is a woman, the first ever. She is 
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Shirley Kuo, a scholar who has been a ranking economic 
official for almost 2 decades. Appropriaicly, Kuo will 
head the Ministry of Finance. 


The other appointments include: Vice Premier Lien 
Chan wiil become minister of foreign affairs. He 1s the 
first Taiwan native to hold that post, Justice Minister 
Shih Chi-yang will replace him; the minister of justice 1s 
Hsiao Tien-tsan, formerly a minister of state, the minis- 
ter of economic affairs will be Chen Li-an, who formerly 
headed the National Science Council; the mayor of 
Taipei, Hsu Shui-teh, and the minister of interior, Wu 
Po-hsiung, will switch jobs. 


At the next lower level, several ministerial councils also 
were involved in the shakeup. These include the Council 
for Economic Planning and Development, to be headed 
by Fredrick Chien; the Council of Agriculture, by Yu 
Yu-hsien; the National Science Council, by Hsia Han- 
min; the Council for Cultural Planning and Develop- 
ment, by Kuo Wei-fan; and the Research, Development 
and Evaluation Commission of the Cabinet will be 
headed by Ma Ying-jeou, a rising star of the majority 
party. Finally, the Cabinet will have a new secretary 
general, the former Finance Minister Robert Chien. 


Altogether the shuffle involves 16 new faces or old faces 
with new portfolios. Some of those replaced are moving 
on to new positions. The minister of foreign affairs, Ding 
Mou-shih, is slated to take Fredrick Chien’s place as the 
ROC’s unofficial ambassador to Washington; Wei Yung. 
head of the Cabinet’s Research, Development and Eval- 
uation Commission, is rumored to become ambassador 
to the Holy See. A few of the old Cabinet members are 
retiring. They include Minister of Economic Affairs Li 
Ta-hai; Minister of State K.T. Li; and the chairman of 
the Council for Economic Planning and Development, 
Chao Yao-tung. 


Some of the new appointments were surprising due to 
the lack of experience of the appointees in the affairs 
they will administer. Lien Chan, the new foreign minis- 
ter, has little experience in foreign affairs, and Fredrick 
Chien, who has much experience in foreign affairs, will 
leave that field to become one of the nation’s chief 
economic policy-makers. Observers say President Li 1s 
grooming the younger generation to give them well- 
rounded experience to prepare for more responsibilities 
later on. 


Whatever the case, the new lineup definitely has Presi- 
dent Li’s mark on it, and it is definitely a tuneup for a 
new era of leadership. 


New Cabinet Members Assume Posts 
OW 2307041288 Taipei CNA in English 0246 GMT 
23 Jul 88 


[Text] Taipei, July 23 (CNA}—Nine newly appointed 
Cabinet members assumed their posts in separate take- 
over ceremonies Friday. 
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Foreign Minister Lien Chan, upon taking over his new 
post from Ting Mou-shth. said he will use a more flexible 
and practical tactic to further enhance the Republic of 
China's substantive relations with other countries. 


Economic Minister Chen Li-an. who succeeded Li Tai- 
hai, said better systems should be established to solve 
problems related to environmental! protection and labor 
disputes. 


Demonstrations must be minimized through communi- 
cation and negotiations, and laws and regulations must 
be instituted to ensure the enforcement of public author- 
ity, he said. 


Finance Minister Shirley Kuo. the first woman Cabinet 
minister in ROC [Republic of China] history who took 
over her portfolio from Robert C. Chien. said that 
liberalization and privatization of the nation’s banking 
institutions will be her major goal. The introduction of a 
fair, rational taxation system is another priority 


Interior Minister Hsu Shui-teh assumed his new office 
after his predecessor Wu Poh-hsiung turned the portfolio 
to him at a ceremony officiated at by Minister of State 
Chou Hung-tao. 


Hsu praised Wu for his achievements during the past 
four years, while Wu urged the staffers at the Interior 
Ministry to render their full support to their new boss. 


The five others who assumed their new Cabinet posts 
were: Hsiao Tien-tzang, minister of justice: Fredrick 
Chien, chairman of the council for Economic Planning 
and Development; Ma Ying-jeou, chairman of the 
Research, Development and Evaluation Commission: 
Hsia Han-ming, chairman of the National Science Coun- 
cil; and Yu Yu-hsien, chairman of the Council of Agri- 
culture. 


CHINA POST Editorial on Shultz’ Beijing Visit 
OW 2207122488 Taipei CHINA POST in English 
16 Jul 88 p 4 


{Editorial: “Peking’s Tepid Response to Secretary 
Shultz”} 


[Text] U.S. Secretary of State George Shultz received a 
“tepid response” from the Chinese Communists on his 
proposal to control the spread of ballistic missiles fol- 
lowing increased Communist Chinese arms sales to the 
Middle East. 


The negative response by the Chinese Communists was 
not sure sing in view of Peking’s vast arms sales pro- 

> warring nations and other countries in the 
st, Stirring up trouble in the region. Peking has 
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been depending on these arms sales to earn precious 
foreign exchange to meet its annual budgetary deficits 
amounting to more than U.S. $2 billion in 1987. 


The U.S. secretary of state arrived in Peking Thursday to 
tell the Chinese Communists that their arms sales of 
ballistic missiles to the Middle East have imtroduced 
another dangerous element into the turbuleni region. He 
was reported to be very much irritated by the repeated 
violation of the arms embargo imposed by the Western 
powers on the Middle East nations. 


The Chinese Communists have not only sold many 
Silkworm missiles to Iran, thus threatening U.S. and 
allied shipping in the Gulf region, but it also sold CSS-2 
intermediate-range missiles to Saudi Arabia. They are 
reported to be negotiating for the sales of M-9 missiles to 
Syria, which will directly threaten the Israelis. 


Even though the ballistic missiles do not pose a direct 
threat to the United States, they are being introduced 
into one of the most volatile areas of the world. More- 
over, they have introduced a new weapons system that 1s 
completely new to the Middle East. 


It seems that Secretary of State Shultz will not succeed in 
his plan to persuade the Chinese Communists to refrain 
trom supplying Third Worid nations with missiles of all 
kinds. Instead, he will be rebuffed by top Chinese 
Communist leaders during his visit, which he will find 
out during his meetings with them in the next few days 


Shultz’s argument that the weapons flow 1s destabilizing 
the Middle East, which is neither in Peking’s nor the U.S. 
interest, will not be heeded by the Chinese Communist 
leaders. 


Such a deplorable state of impasse between Washington 
and Peking on the missile issue is the result of US. 
tolerance toward Peking in the past few years when it 
engaged in such warmongering activities. The United 
States actually encouraged Chinese Communist war- 
mongering activities by removing Peking from the list of 
hostile nations. 


The recent report that Cocom [Coordinating Committee for 
Multilateral Export Controls} might decide to ease restric- 
tions on high-tech goods headed for Communist China was 
another disturbing element in the Western nations’ attitude 
toward the Chinese Communist which was in favor of their 
arms production and sales programs. 


As the Chinese Communists have become the fourth 
largest arms dealer in the world, their threats to the Free 
World have grown inestimably greater. Their threats are 
no longer limited to the Middle East but have spread to 
the Asian Pacific region, including the Republic of 
China, which bears the brunt of Chinese Communist 
aggression. It should find means to defend itself. 
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Beijing Asks for ‘Compromise’ on Basic Law 
HK230707S5088 Hong Kong HONGKONG 
STANDARD in English 23 Jul 88 p ! 


[By Kathy Chan] 


[Text] China has called for rival political groups to reach 
a compromise before the public consultation on the 
Basic Law draft ends in September, The STANDARD 
has jearnt. 


But the two major political camps in Hong Kong have 
flatly ruled out such a possibility. 


Senior Chinese official, Mr Li Hou, told a recent Hong 
Kong delegation of trade unionists to Beying that he 
hoped to see a compromise among local groups when he 
and other mainland Basic Law drafters visited the terr- 
tory again in early September. 


Mr Li Hou is a deputy director of the State Council's 
Hong Kong and Macao Affairs Office and also the 
secretary-general of the Basic Law Drafting Committee. 


Speaking to a Hong Kong delegation of educationists in 
Beijing yesterday, Mr Li said the “brain drain” problem 
being experienced by the territory had nothing to do with 
the Basic Law. 


“The confidence prevlem cannot be solved by the Basic 
Law alone,” he said. 


Mr Li said the two main reasons for the confidence 
problem in Hong Kong were a lack of mutual under- 
standing because of the long separation from the main- 
land and fear of extreme left politics and the damage 
caused by the Cultural Revolution. 


The leader of the delegation of trade unionists and 
director of the Christian Industrial Committee, Mr Lau 
Chin-shek, quoted Mr Li as saying earlier that there was 
a wide gap within the Hong Kong community, especially 
between the two rival camps—the “Group of 190” and 
the “Group of 81°’ on the future political system. 


He said Mr Li told the delegation the political system 
was the biggesi stumbling block to the drafting of the 
Basic Law. 


Core members of the liberal “Group of 190" and the 
moderate “Group of 81° said chances of an early com- 
promise were slim and accused each other of adopting 
confrontational tactics. 


It is understood that both camps want to sell their 
proposals to local residents and sound out the views of 
the man in the street before any consideration is given to 
settling the matter at the negotiating table. 
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Mr Yeung Sum. a leader of the liberal camp, said 
yesterday “it 1s still too early to engage in dialogue with 
the nval camp.” 


Dr Raymond Wu. a drafter and a core member of the 
Group of ©!. said they were willing to exchange views 
with the liberal camp on a “compromise” political 
proposal that would be acceptable to the majority of 
Hong Kong people 


“But | am not optimistic about reaching an early com- 
promise...It 1s very difficult.” he said 


The liberal group recently produced a |2-minute video 
tape to promote its proposal for the formation of the first 
Hong Kong Special Administrative Region (SAR) Gov- 
ernment and subsequent governments 


A segment of the tape attacks the 600-member “Grand 
Electoral College” advocated by the “Group of 81.” 


The liberal describe the model as an undemocratic and 
thinly disguised form of the appointment system which 
could be easily manipulated by China or local interest 


groups. 


Dr Wu said they welcomed all criticisms and proposals, 
provided they ere “sensible and substantial”. 


“The Group of 81° has just revised its Grand Electoral 
College mode! to accommodate more grassroots repre- 
sentatives 


UK Set To Push PRC for Basic Law Changes 
HK 2407024088 Hong Kone SOUTH CHINA 
SUNDAY MORNING POST in English 24 Jul 88 p 4 


/ Perspective” column by Vicky Wong: “UK Set To 
Push for Basic Law Changes] 


[Text] The British Government is acutely aware of the 
deficiencies in the Draft Basic Law and is making 
diplomatic representations to Beying on the changes 
necessary to ensure that the document implements the 
guarantees made in the 1984 Joint Declaration. 


This was disclosed by Lord Glenarthur, the Secretary of 
State with responsibility for Hong Kong, to the joint 
delegation « f lawyers, from the territory’s Bar Associa- 
tion and Law Society during their recent lobbying trip to 
London. 


Lord Glenarthur said that Britain had a continuing 
responsibility to Hong Kong to ensure the Joint Decla- 
ration was faithfully and fully implemented. 


And the British Government was engaged in a “con- 
tinuing exercise in diplomacy” in its dealings with the 
Chinese to ensure this, according to Mr Alan Hoo, leader 
of Bar Association’s delegation to London. 
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Lord Glenarthur said, however, that Hong Kong must 
understand that diplomacy was most effective behind 
closed doors and could not be conducted with the fanfare 
and public attention that some might like. 


Mr Hoo said Lord Glenarthur’s affirmation of Britain's 
responsibility was extremely important, because it 
showed a consensus both within Hong Kong and the 
British Government that certain amendments must be 
made to the Draft Basic Law if it was to implement the 
Joint Declaration’s guarantees. 


These guarantees are legally binding on the British as 
well as the Chinese Government because of Article 3 (12) 
in the Jomt Declaration. 


This states that “the basic policies of the People’s Repub- 
lic of China regarding Hong Kong will be stipulated in a 
Basic Law of the Hong Kong Special Administrative 
Region, and they will remain unchanged for 50 years” 


These basic policies were further stipulated to include 
the HKSAR [Hong Kong Special Administrative 
Region] enjoying a “high degree of autonomy, except in 
foreign and defence affairs,” as well as being “vested 
with executive, legislative and independent judicial 
power, including that of final adjudication”. 


And while some in Beiing have maintained that the 
Basic Law was purely a matter for China. Mr Hoo said 
this was incorrect because Article 3 (12) of the Joint 
Declaration made the document more binding than a 
normal treaty. 


In a normal treaty, contracting states merely made 
statements of policy which might or might not be legally 
implemented, but the Joint Declaration expressly pro- 
vided for the terms of the agreement to be actually 
enacted into jaw. 


This meant the drafting of the Basic Law was not merely 
a Chinese concern. 


Mr Hoo said the treaty placed two obligations on the 
signatory countries—to ensure the agreement was legaily 
implemenied through the Basic Law, and to ensure this 
implementation would be maintained for 50 years after 
1997, 


Mr Hoo stressed that the lawyer’s joint delegation did 
not go to London as a political pressure group, but 
merely as “technocrats” to draw the attention of both the 
British Government and members of Parliament to the 
draft Basic Law’s legal deficiencies in implementing the 
Joint Declaration. 


“Britain has a legal obligation to ensure the Basic Law 
complies with the basic policies promised in the Joint 
Declaration,” Mr Hoo added. 


HONG KONG & MACAO 
Responsibility [subhead]} 


He said the joint delegation also impressed on British 
MPs Britain's responsibility to the people of Hong Kong 
in view of the stance taken by Britain in urging the 
people of Hong Kong to accept the Sino-British agree- 
ment, as stated in the Government's White Paper pub- 
lished in September 1984 


This declared that the Jomt Declaration and its three 
annexes comprise? “a formal international agreement, 
legally binding in aw is parts” and that it was the “highest 
form of commitment between two sovereign states” 


Mr Hoo said the Hong Kong delegation told members of 
Parliament that if the British Government did not make 
sure the Chinese kept to their end of the hargain, then 
they had lied to the people of Hong Kong in 1984, and 
had also breached their legal obligations 


The Hong Kong delegation also addressed the concerns 
of some cynics on the futility of Parliamentary speeches 
calling for amendments to the Draft Basic Law since 
Britain could not force China to abide by the terms of the 
international agreement if it chose not to 


Such a view was wrong because of China's sensitivity to 
British and international reactions to the Draft Basic 
Law. Mr Hoo said. 


“Hong Kong is the show window for the ultimate re- 
unification of China and the formula that 1s to be 
impiemented for this territory 1s the sae as that prom- 
ised to Taiwan,” he explained. 


“And, unless China can demonstrate it will faithfully 
implement what has been openly promised, then Taiwan 
will not attest sufficient credibility to the mainland’s 
overtures in order to work towards re-unification. 


“That is why it is important for the Hansard reports of 
both the debates in the houses of Parliament and in the 
Legislative Council of Hong Kong to be officially for- 
warded to the Chinese Government by the British Gov- 
ernment, so that these concerns become a matter of 
international rec >rd.” 


The joint delegation also addressed the concerns shown 
by some MPs that while China has stated it would be 
prepared to amend the Draft Basic Law, the need for 
such changes would have to be demonstrated through a 
consensus of opinion, which seemed presently to be 
lacking in Hong Kong. 


“We told them a!] our concerns were universal concerns 
in Hong Kong,” Mr Hoo said. 
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The Foreign and Commonwealth Office representatives 
who met the delegation, for instance, and especially its 
legal adviser on Hong Kong. Mr Pau! Fifoot, an expert 
on constitutional matters, were fully aware of the defi- 
crencies in the Draft Basic Law and how these could be 
deait with. 


“Not only were they aware, but they seemed to accept 
Our concerns as genuine and valid and Mr Fifoot was 
actually discussing what could be feasible improve- 
ments,” Mr Hoo said. 


He also noted that Mr Fifoot's visit to Hong Kong next 
month for a working session with the Bar Association 
and Law Society to develop the issues discussed in 
English would be important in helping to achieve a 
consensus between Hong Kong and Britain on the 
amendments necessary to the Basic Law Draft. 


“Our aim is to convince and persuade the British Gov- 
ernment through Mr Fifoot that there are certain mini- 
mum changes which must be made to give legal effect to 
the Joint Declaration, so that both Britain and Hong 
Kong will be calling for the same thing from China with 
one voice.” 


Consensus [subhead} 


Mr Hoo said he accepted there was no consensus in 
Hong Kong on certain issues such as what percentage of 
the legislative body should be comprised of directly 
elected representatives. 


He warned, however, against the fudging of political and 
legal issues, since political issues had nothing to do with 
ensuring that the “basic policies” guaranteed in the Joint 
Declaration were given legal effect. 


While in London, the Hong Kong delegation also attended a 
seminar on the Draft Basic Law convened by the British 
Institute of International and Comparative Law. 


Many of those who attended were constitutional experts 
who were legal advisers to a number of Commonwealth 
countries. 


In addition, there were many representatives from the 
top legal firms with branch offices in Hong Kong, who 
were mainly concerned about how they could advise 
their clients with interests in the territory on the impli- 
cations of the Draft Basic Law. 


First Direct Sino-Taiwanese Trade Talks iteld 
HK2207141488 Hong Kong ZHONGGUO TONGXUN 
SHE in Chinese 1509 GMT 20 Jul 88 


[Report: “Representatives From the Two Sides of the Strait 
Hold Direct Trade Talks at the First Hong Kong-Taiwan 
Trade Meeting Which Concludes in Hong Kong”’} 


[Text] Hong Kong, 20 Jul (ZHONGGUO TONGXUN 
SHE)—The 3-day “First Hong Kong-Taiwan Trade Meet- 
ing” today concluded in the Regent Hotel, Hong Kong. 


HONG KONG & MACAO 


Tien Hsin-chiao, chairman of the Hong Kong Industral 
and Commercial Association, delivered a concluding 
speech to the meeting. He said that although the meeting 
was short, it still succeeded in opening more new chan- 
nels for expanding trade between Hong Kong and Tai- 
wan and for increasing entrepot trade so as to meet the 
needs in the accelerating economic growth on both sides 
of the strait. 


Representatives from the mainland. Taiwan. and Hong 
Kong also delivered speeches at the concluding meeting. 
Saying that this was a meeting of historical significance, 
as we all took the first successful step. It 1s hoped that the 
second and third step will be taken in the future so as to 
make contributions to China's economic development. 


After the meeting was opened on [8 July, trade and 
investment negotiations were held yesterday Companies 
from different regions set up 66 stalls to exhibit their 
products and materials for finance and property invest- 
ment. They also held direct talks to get to know each 
other and increase mutual trust. This expanded trade 


and technology exchanges. 


Today, the meeting invited Hsieh Tsu-chou, professor 
for Communication University in Taiwan, and Sun 
Hsiang-yun and Feng Bang-yen, researchers of the 
Southeast Economic Information Center in Hong Kong. 
respectively, gave speeches on “the economic situation 
on the two sides and the strait” and “the economic 
conditions and investment environment on the main- 
land of China.” Representatives from Shenzhen and 
Xiamen also brieted the meeting on the investment 
environment of these iwo special economic zones. 


The meeting participants adopted eight motions on 
“uniting the strength of all Chinese businessmen to open 
a new era of the Chinese people's economy,” “proposing 
that Taiwan further open the import of mainland agri- 
cultural and industrial raw materials,” “proposing that 
Taiwan make use of the transport conveniences between 
the two sides of the strait to lower the costs of entrepot 
trade with the mainland,” “organizing large trading 
companies in Hong Kong to expand trade with the 
mainland,” “‘uniting Hong Kong and Taiwan manufac- 
turers to set up department stores and global chain store 
networks,” and so on. 


In order to expand the results of this meeting and to put 
its motions into practice the meeting also passed a 
special motion to set up an executive committee, which 
is responsible for the follow-up work and for collecting 
and distributing the relevant trade regulations and the 
commercial and trade information. The committee will 
set up a legal advisory group, a service group, and an 
investment coordination group to handle relevant work. 
The meeting decided to hold the second meeting in May 
or June next year. 
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